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THE JESUITS IN CHINA 
Their Scientific Work 


The first historical record of the in- 
troduction of Christianity into China 
is a stone slab known as the Nestorian 
Tablet, dated 781. It was discovered 
in the year 1625 near the capital of 
the Shensi Province, Sian-fu—a dis- 
trict in North China which is rich with 
the remnants of ancient civilisation. 
The Nestorians(1) were at first favour- 
ably received, but as time progressed 
the tide of Chinese official favour turn- 
ed against them, and an Edict of the 
Emperor Wu-tsung of the T’ang 
Dynasty (A.D. 620 — 907), banished 
them in 845. It should be mentioned 
however, that Marco Polo, the Venetian 
traveller, has stated that a few of 
their congregations still existed about 
the close of the 13th century when he 
was in the East. 


The Society of Jesus began its re- 
markable work in China towards the 
end of the 16th century. St. Francis 
Xavier was the first member of the 
Order who attempted to~ enter the 
country. He fell ill en route and died 
on an island off the South coast in 
1552. . Shortly afterwards he was fol- 
lowed by Father Matthew Ricci, the 
first Jesuit who settled on the Main- 
land. His headquarters were originally 
established in Kwangtung (the Canton 
Province), and in course ofa few 
years’ time he journeyed to Nanch’ang, 
the capital of the Kiangsi Province on 
the Yangtze. At a later period he pro- 
ceeded downstream to Nanking where 
unfavourable local conditions frustrat- 
ed his missionary work. In these cir- 
cumstances he decided to move on to 


The outstanding work of the Society of 
Jesus in the Far East is not sufficiently 
known and therefore not understood and 
appreciated; for this reason Sir Frederick 
Maze, upon our request, endeavoured to 
bring home to the general public a synopsis 
of their notable achievements especially in 
the field of meteorological research and, 
above all, their services (of incalculable 
value to mariners and shipping interests 
generally in the Far East) of weather fore- 
casts featuring typhoon warnings. The 
Chinese Maritime Customs have supported 
and assisted the activities of the Society of 
Jesus. It would indeed be unfortunate if 
the work of the Siccawei Observatory would 
suffer dislocation owing to political up- 
heavals and petty jealousies. The closing- 
down of the Manila observatory was de- 
plorable and it would be a_catastrophe if 
the Siccawei Observatory suffered a similar 
fate. ¢ 

The distinguished author has previously 
contributed- to this Review an article on 
‘Conservancy Operations in China’ (Nov. 17, 
1949). His present article, coming from so 
authoritative a writer as Sir Frederick, will 
be read with interest here and abroad. (ED.) 


By 
Sir Frederick Maze, 


K.C.M.G., K.B.E. 


Peking, then the capital of the Empire. 
He arrived there in the year 1601, 
friendless and unknown. Owing prin- 
cipally to his scientific attainments and 
forceful personality he won the con- 
fidence and esteem of the literati, some 
of whom became his converts, notably 
a famous Han-lin(2) scholar named Shu 
Kuang-chi, who proved an influential 
supporter and valuable friend. Father 
Ricci’s fame ultimately attracted the 
notice of the Emperor Wan-li (1573— 
1620). It is recorded that when he 
died the Emperor himself provided a 
sepulchre, and that a large number of 
the literary class attended his ob- 
sequies. His successor in Peking was 
Father Adam Schall von Bell, who 
likewise succeeded in gaining Imperial 
recognition. Through his personal in- 
fluence an Imperial decree was pro- 
mulgated providing for religious free- 
dom. He was subsequently appointed to 
the high office of President of the Board 
of Astronomy. Father Verbiest was 
invited by hrm to come to the capital 
and co-operate in the scientific work 
in progress there under his direction. 
In the course of time he, too, succeeded 
in meriting the notice of one of the 
most famous Princes of the late Dynas- 
ty, K’ang-hsi; and he cultivated friend- 
ly relations with officials and others. 
Like his predecessor, Father von Bell, 
he was ultimately appointed President 
of the Board of Astronomy. When he 
died the Board of Rites prescribed the 
honours which were considered due to 
his memory; and he was given a State 
funeral. It is interesting to note that 
these two distinguished savants are 
the only known examples of foreigners 
in China attaining executive Cabinet- 
rank in the Government of that coun- 
try,(3). At a later period, however, the 
Brevet-title of President of a Board 
(Cabinet Minister) was conferred upon 
Sir Robert Hart. 


In those early days of outside inter- 
course with China the Jesuits were the 
first Europeans to reveal detailed in- 
formation of the manners and customs 
of the people, if we except the earlier 
narratives of Marco Polo. As Voltaire 
remarked of them, the _ general 
knowledge which they disclosed re- 
presented the production of the most 
intelligent travellers that extended and 
embellished the fields of science and 


philosophy in distant and little-known 
lands. It should further be observed 
that in addition to their evangelistic 
activities, their practical assistance to 
the Government in respect of the re- 
vision of the calendar and the produc- 
tion of maps, etc., was favourably re- 
cognised in Court circles, as evidenced 
by the Imperial favours conferred upon 
them. Their geographical work in 
China about this time has been des- 
cribed as the most complete of its kind 
executed out of Europe and the maps 
of various localities prepared by them 
in the 17th century remain to this dav 
notable examples of careful study and 
accurate research. 


The Christian missionary position in 
China received a setback in the 16th 
century, and the propagation of the 
Gospel ceased for a time. The Society 
of Jesus was suppressed and did not 
return to the scenes of its vust achieve- 
ments until the middle of the following 
century. In the meantime political 
developments had materially altered 
conditions in the Far East. The Treaty 
of Nanking (1842), signed on board the 
British Flagship “Cornwallis,” for ex- 
ample, marked the establishment of 
Treaty relations between China and the 
Western Powers, (4) and provided for 
the formal opening of the ports of 
Shanghai, Ningpo, Foochow, Amoy and 
Canton to foreign trade and shipping. 
A few years later, other Powers nego- 
tiated Treaties with China on more or 
less similar lines and the number of 
Treaty-ports was increased to sixteen. 


(1) The Nestorians are supposed to have 
appeared in China about the beginning of 
the 7th century, and the only record of their 
evangelistic work in the Far East is the 
summary of their activities described on 
the Tablet referred to above. This interest- 
ing monument of bygone times is said to be 
the most ancient Christian inscription yet 
found on the continent of Asia. Its contents 
have been described as Doctrinal, Historical 
and Eulogistic, and it is recorded thereon 
that a Nestorian priest was received in the 
Palace by the Emperor in 635. 

Vide Footnote 3 re the Mohammedans. 

(2) The Han-lin Yuan (or College of 
Literature) exercised supervision over the 
educational requirements of the nation until 
it was superseded by the Board of Education 
in modern times. It was formerly charged 
with the preparation and custody of the 
Archives of the Dynasty of the day. Many 
irreplaceable historical records were des- 
troyed therein during the Boxer upheavak 
in 1900. 

(3) It may incidentally be mentioned here 
that the Mohammedans came to China in 
the 9th century, originally as traders. They 
introduced Western science and arts. It is 
understood that an Observatory in Peking 
was established by them about the year 
1272, which apparently was still in existence 
in 1622 when Father Schall von Bell was 
made President of the Board of Astronomy 
or Mathematics, as stated above. 

(4) The Treaty of Nerchinsk (1689) defined 
Sino-Russian frontiers in Siberia and Man- 
churia. 
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Shanghai -enjoys an unusually 
favourable situation near the mouth of 
the Yangtze, one of the largest navig- 
able rivers in the world, which has a 
hinterland of some 75,000 square miles 
and serves a population of about 200,- 
000,000 people inhabiting the fertile 
Yangtze Valley. No other port, it has 
been declared, possesses as potential a 
field of supply and demand. It has 
since become the leading shipping and 
eommercial entrepot on the continent 
of Asia. What of the future? In the 
Tong and romantic history of China we 
read of recurring wars and rumours of 
wars down the ages. The Chinese have 
an adage in this connection: “United 
long, divides; divided long, unites.” 
Remembering this, it is reasonable to 
expect that when the existing political 
turmoil is finally adjusted, Shanghai 
will regain its former commercial pre- 
eminence in the Far East. It is obvious, 
of course, that its comparatively recent 
advance into the front rank of the ports 
of the world, is due mainly to foreign 
enterprise; and that the improvement 
of the Harbour and the approaches 
thereto is attributable to the skilful 
dispositions of the quasi-foreign con- 
trolled Whangpoo Conservancy Board. 


When the Jesuits resumed their ac- 
tivities in China, it was at Shanghai— 
not in Peking—that they decided to 
earry on the work successfully begun 
by their predecessors. They established 
their headquarters at a_ village in a 
Western .suburb of Shanghai called 
Siccawei. Its name is derived from 
the fact that it was the home of Shu 
Kuang-chi (Shu Chia-wei), the Han-lin 
scholar referred to above; and it was 
here that Father Lelec, who had pre- 
viously studied in the Stonyhurst 
College Observatory in Lancashire, col- 
lected data concerning local climatic 
phenomena, etc., in the district, which 
paved the way for the future establish- 
ment of the Siccawei Observatory in 
1873. Father Dechevrens and Father 
Stanislas Chevalier continued the re- 
search work of Father Lelec and sub- 
‘sequently developed maritime activities 
including the issue of typhoon forecasts. 

It is a tradition of the Order to estab- 
lish such posts of observation in the 
eountries of its adoption concerning 
agriculture, astronomy and weather 
phenomena, etc. In China the applica- 
tion of this principle — the primary 
object of which is the welfare of the 
people—involved the study of the ori- 
gin, development and subsequent tracks 
of typhoons, which usually originate in 
the Pacific somewhere about the vicin- 
ity of Latitude 10° or 15° N., and 
Longitude 145° E., several thousand 
miles to the Eastward. These storms 
strike the coast. of China with recur- 
ring violence during the summer 
months (July — September), (5) and 
they usually leave a trail of devasta- 
tion in their wake. 


About the turn of the century Father 
Froc, the eminent scientist, was ap- 
pointed Director, and he retained that 
post—with a few interruptions due to 
iUness—until his recent retirement in 
1930. He proved more than a mere 
formal leader, and the success which 
he achieved may be attributed to the 
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fact that he mixed, as it were, routine 
and revolution: it has been said that 
in the absence of statesmanship, routine 
and revolution altérnate — in its pre- 
sence they amalgamate. It should be 
noted furthermore, that the personnel 
of the Observatory was strengthened a 
few years ago by the temporary ap- 
pointment of Father P. Lejay, an 
authority of international repute in the 
field of electrical and gravity research. 

Shortly after his appointment 
Father Froc advocated the adoption of 
“Standard Time” for China in place of 
“Local Time.” The latter differed, of 
course, in various districts, thereby 
causing inconvenience to _ institutions 
like the Siccawei Observatory in con- 
nection with meteorological activities 
and typhoon warning. The introduction 
of such an important innovation ap- 
peared to be a formidable undertaking, 
which in occidental lands would at 
least have required the authority of 
the equivalent of an Act of Parliament, 
involving tedious discussion and vexa- 
tious delay. Father Froc invoked the 
co-operation of the Maritime Customs 
Coast Inspector, Captain Ferd. Tyler, 
who, in turn, explained the salient 
features of the question to Sir Robert 
Hart. The latter authorised him to 
approach the authorities concerned — 
including the Hongkong Government— 
and endeavour to devise a modus 
vivendi likely to prove generally ac- 
ceptable to Chinese and foreign inter- 
ests. India and the Malay Settlements 
followed suit. The Chinese Government 
was of course fully advised of the de- 
tails of the scheme, and offered no 
objection to its introduction in China, 
on the lines indicated by the Customs 
authorities. In other words, the Coast 
Inspector accomplished, with no fanfare 
and little publicity the complicated task 
of arranging the details connected with 
establishing Standard or Zone time 
from the coast with a seven hour 
difference from Greenwich, and three 
other Zones, Westward to Kashgar, 
having respective differences of six, 
five and four hours. 


* * * * 


At a farewell gathering in honour of 
Father Froc on his departure from 
China I availed myself of the occasion 
to render a tribute to one who had 
placed his abilities at the service of 
the public for so long a period; and 
whose. beneficent and humanitarian 
work was of incalculable value to 
navigational interests in the Far East. 
The following remarks made on this 
occasion, coupled with his rejoinder, 
serve to illustrate the scope of the co- 
operation of the Customs Service with 
the observatory in connection with the 
circulation of weather forcasts, etc. I 
spoke as follows:— 


_ (5) The danger period has been defined 
in the following manner:— 


June, Too soon; 
July, Stand-by; 
August, Must; 
September, Remember; and 
October, All over. 
As a matter of fact, the “typhoon season” 
is seldom “all over’’ as early as October, 


and typhoons occasionally appear off the 
Chinese coast as late as November or 
December. 


“The retirement of Father Louis 
Froc is an event of concern to the 
Maritime Customs Administration, in 
view of the close association which has 
hitherto existed between the Observa- 
tory and the Marine Department. 

“It may be recalled that in the sixties 
of the past century Sir Robert Hart 
established Meteorological Stations at 
certain Offices of the Customs, and 
was, I believe, the pioneer of this 
special branch of scientific research in 
China. He formed the opinion that 
our Stations on the Coast and the banks 
of the Yangtze, embracing an area of 
some 20 degrees of latitude and 10 of 
longitude, would enable us to record 
useful Meteorological observations with 
but little other additional expenditure 
than that to be met for the purchase 
of instruments, and would thus assist 
in throwing light on natural laws and 
bringing within the reaeh of scientists 
facts and figures from a quarter of the 
globe, which, rich in phenomena, had 
heretofore yielded few data for sys- 
tematic generalisation. It is generally 
conceded that the worth of the informa- 
tion thus circulated by the Service in 
those early days was recognised, and 
proved useful to mariners on the coast. 


“A few years later the Siccawei au- 
thorities inaugurated a series of local 
observations and collected data con- 
cerning climatic conditions in the 
neighbourhood and elsewhere. In the 
year 1879 a severe typhoon swept over 
the Shanghai area and the astronomers 
at the Observatory defined the direc- 
tion which it would probably. pursue. 
As a_ result of the accuracy of their 
forecast on this occasion, the Coast 
Inspector, Captain A. M. Bisbee, ap- 
proached them concerning the creation 
of a Meteorological department capable 
of issuing. reliable weather forecasts 
providing advance information of the 
movements of typhoons in these danger- 
ous seas. 


“In the course of time, and after the 
death of Father Algue, of the Manila 
Observatory, also a Jesuit, Father 
Froc became known as the foremost 
authority of his day on typhoons. There 
is something impressively inspiring in 
the work thus unobtrusively perform- 
ed. _ Here we find a scientist and 
mathematician of world-wide reputa- 
tion placing unreservedly his know- 
ledge and experience at the disposal of 
society; and I believe that in the 
language of the Poet I may say of him 
that ‘pleased the Almighty’s orders to 
perform he rides on the whirlwind and 
directs the storms.’ It is clear that his 
directions or forecasts from time. to 
time of the tracks of the destructive 
typhoons which devastate our coasts 
with recurring. violence have saved 
many a ship from: serious damage, if 
not indeed from total loss; and it is 
equally certain that many an anxious 
mariner must have risen up to call him 
blessed. It affords’ me satisfaction, 
therefore, to have this opportunity of 
rendering a tribute to his work, and 
of acknowledging the consideration 
which our’ representatives. have in- 
variably received at his hands.” Father 
Froc replied:— 
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“Permit me to express my feelings 
‘of profound gratitude, mixed with cer- 
tain confusion which the kind words 
just spoken have awakened in me. In 
reality my sole merit is to have re- 
mained at my post for a long time, 
and to have done my utmost to fulfil 
the programme mapped out by the 
Rev. Father Dechevrens, the originator 
of our maritime activities, and by the 
Rev. Father Stanislas Chevalier, of 
whom I was respectively the successor, 
then the predecessor, and then once 
more the successor. 

“T should add that, when I was called 
upon by His Excellency, our President 
M. Paul Doumer, then Governor Gen- 
eral of Indochina, to institute a service 
similar to our own, in the neighbouring 
colony, I had only to fulfil the role of 
a docile student who attempts to make 
a good copy of the original. 

“Allow me to offer you and that fine 
Institution, the Maritime Customs Ser- 
vice, my warmest thanks, in my own 
name and in the name of the Observa- 
tory, as well as in the name of the 
Marine service of every nation of the 
world, which, for the last half century, 
has profited by that Administration. 


“By ourselves we could never have 
achieved such a result. What we have 
‘been able to do has been brought about 
with the generous aid which has always 
been offered to us by the two Municipal 
Councils, the Chambers of Commerce, 
the Shipping Companies, the Telegraph 
Companies, but, above all, by the 
Chinese Maritime Customs. 


“Sir Robert Hart and his successors 
down to this day have been to us 
generous and enlightened benefactors; 
and what shall I say of the Coast In- 
spectors? Captain A. M. Bisbee, Cap- 
ae W. Ferd. Tyler, Captain T. J. 
Eldridge and Captain H. E. Hilman, 
and their subordinates, with whom our 
relations have been most friendly and 
cordial. 


“It is thanks to them that we have 
in China a Meteorological system, com- 
plete in every respect, and functioning 
to the entire satisfaction of all. It is 
they who have erected those sema- 
phores which repeat the signals the 
whole length of the coast from New- 
chwang in the North to Kiungchow in 
Hainan. It is they who have assisted 
to establish a special code of signals 
which is destined, little by little, it is 
my firm hope, to become universal for 
all countries in the world. (6) 


“In leaving this work which has 
been asociated with so many agreeable 
relations for me, I do so with certain 
emotion, but without apprehension for 


(6) When the Inspector General authorised 
the Marine Department to co-operate with 
the observatory and display its storm- 
warnings along the coast of China, it was 
considered advisable to substitute symbols 
or shapes for flags, as they were more easily 
distinguished at long distances. The Coast 
Inspector, Captain W. Ferd. Tyler, in con- 
sultation with Father Froc, devised the 
required geometrical emblems, and_ tested 
them on Customs buildings and lighthouses 
before they were officially adopted. It was 
believed that the new system would receive 
general recognition, and that in course of 
time it would be placed on an international 
basis. He also took a leading part in respect 
of the introduction of “Standard” or “Zone 
‘Time” in China, as mentioned above. 


the future. During the 12 years that 
he has so ably seconded my labours, 
Father Ernest Gheriz has given the 
most. reassuring proofs of his ability. 
He is at one with me in believing in 
the capital importance of this service, 
which, moreover, he has_ controlled 
with complete satisfaction during my 
periods of absence, and for which he 
will, I am sure, continue to maintain 
the high traditions of the past. 

“Therefore, when our Superiors, a 
few months ago, while keeping me, so 
to speak, in the offing, charged him 
officially with the title of Director of 
the Meteorological Observatory, I was 
happy to see this work of aids to mar- 
iners placed in such good hands. A 
work which has been, and will remain, 
the principal preoccupation of Sicca- 
wei. I place, therefore, without fear, 
this burden on his shoulders; a burden 
which is not rendered lighter by the 
addition to our many solicitudes of the 
interests of the gentlemen who navi- 
gate the air.” 


Father Gherzi, the distinguished 
seismologist, succeeded Father Froc in 
1930 as Director of the Observatory. 
Some years ago, he added another 
weather-weapon for use in Shanghai 
known as the Seismograph, for regis- 
tering earth tremors; and under his 
direction the observatory was furnished 
with the most modern equipment in 
this connection, which places it among 
the foremost seismological stations of 
the present day. Subsequent develop- 
ments enable advance information of 
approaching storms to be detected and 
recorded by means of this instrument. 
It seems that waves reach to the bot- 
tom of the sea regardless of the depth, 
and then circulate round the earth: the 
seismograph gives timely warning of 
such movements and thus helps to re- 
duce some of the hazards which threa- 
ten ships at sea, and may even lessen 
the cost of storm detection. It is ap- 
propriate to subjoin certain details 
regarding the latter-day organisation 
of the observatory, and, this premised, 
I am authorised to draw upon the vivid 
annals of the institution itself for in- 
formation on this interesting topic, as 
follows:— 

“... The French missionaries have 
founded many educational establish- 
ments at Shanghai, namely, an univer- 
sity, colleges, primary and secondary 
schools, schools for teachers, orphanages 
and technical work-shops. These are 
grouped around the Observatory of 
Siccawei and number about 5,000 
Christians. 

“In these surroundings, the little 
scientific station has rapidly developed. 
Siccawei has become the centre of the 
largest private meteorological organ- 
isation in existence. It is connected with 
a network of stations from Siberia to 
Manila and from Indochina to Guam, 
in the middle of the Pacific. Its labora- 
tories for scientific research have been 
gradually grouped together, till they 
now form the “Earth Physics Institute,” 
the most important of its kind in Asia. 
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“Thanks to the help of the Chinese 
Maritime Customs Department which 
has stations all along the coast, thanks 
also to the Telegraph Companies, which 
undertook to transmit free of charge 
meteorological information, Siccawei 
soon became connected with about 50 
permanent outposts. To these we may 
add, now that wireless telegraphy has 
come into general use, all the ocean- 
going liners. 


“Two hundred messages come in 
daily, giving data for a weather chart 
issued twice a day which furnishes 
particulars by means of which the 
fearful typhoons of the Chinese seas 
may be traced with the utmost ac- 
curacy. To be convinced of the im- 
portance of this work, one of these 
storms should be seen beating down on 
Shanghai. Merchant-vessels and liners 
are ready to leave port; the captains are 
often uneasy, and come for advice. The 
forecast posted up on the “Quai de 
France” may not be complete enough; 
and the telephone, already overworked, 
is not sufficient; then one of the 
Fathers goes to our semaphore on the 
Bund and remains there, to give in- 
formation, as long as there is danger. 


The wind blows with great violence, 


and changes rapidly, especially as the 
centre of the storm approaches. For- 
tunately also, the messages begin to 
arrive in larger numbers; the vessels 
still at sea have been warned, and con- 
sider it a duty to dispatch information 
in the greatest possible detail. It is a 
thrilling moment for the Father in 
charge of forecasting, when, conscious 
of his responsibility over an immense 
fleet, he sees uvon his chart the typhoon 
touch the coast or approach it too 
closely, and signals to the Customs 
Harbour-Master to fire the usual can- 
non-shot. This latter alarm announces 
in a deep and doleful voice, amidst the 
roaring of the winds, that even the 
river is dangerous, and that no ship 
should leave port. When one considers 
that during the last 50 years, more 
than 1,000 typhoons have been fore; 
casted and signalled from Siccawei, it 
may be imagined what a large number 
of ships have escaped being driven 
ashore among the rocky islands that 


infest the coast of Indochina. 


“Tt can be said that these warnings, 
issued formerly from the semaphore, 
but during the last fifteen years also 
by the radio-telegraph of the French set- 
tlement, have saved thousands of lives. 
And it is chiefly because the Observa- 
tory has made the routes to Shanghai, 
once so ill-famed, as safe as any other, 


that it has won the ‘favour it enjoys 
with seamen the world over. Thus 
testimonials of approval have often 


encouraged the Fathers in their work: 
They employ one and all the same 
language, be they in the nature of a 
decoration for the Director at the 
hands of the French Government, or 
of an editorial like the following in a 
famous British naval review:— 

‘The staff of Siccawei has merit- 
ed the gratitude of the entire 
shipping world. Still another proof 
is provided of the very high degree 
of efficiency obtained at Siccawei 
Observatory and of the unflagging 
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interest and labour which its staff 
pring to bear in their voluntary 
and unremitting efforts on -behalf 
of the navigators in the Far Kast. 
To the staff of Siccawei Observa- 
tory is due a debt of thanks which 
nothing can ever adequately repay.’ 

As the result of circumstances, the 
work of forecasting at Siccawel has 
taken on a role of exceptional impor- 
tance. But as in all well-organised 
meteorological bureaux, this daily 
tabulation of results for the benefit of 
the public absorbs only a part of the 
activities of the staff. It does not pro- 
perly constitute a scientific work, and 
it would lessen the importance of the 
Observatory to concentrate exclusively 
on this service to humanity, however 
important it may be..... ds : 

“Seismology came later, but it came 
furnished with the most modern instru- 
ments, including a Wiechert horizontal 
pendulum, the large model, weighing 
about 1,200 kilograms; and a Galitzin 
vertical seismograph with a photogra- 
phic recorder. To these were added a 
whole series of other less_ sensitive 
seismographs for the study of earth- 
quakes nearer at hand which occur 
more frequently. 

“Siccawei thus equipped « takes its 
place amongst the foremost seismolo- 
gical stations. It regularly publishes 
its observations and cables its principai 
data to the International Union. The 
‘Notes of Seismology’ comprise a num- 
ber of studies on the production of 
special miscroseisms by the typhoons; 
another study in collaboration with 
Lok-Kah-Pang—a substation of Siccawei 


at the adjacent hills some 10 miles 
distant—on the influence of earth- 
quakes on the magnetic instruments; 


and particulars about the two great 
upheavals which desolated North- 
western China in the last 10 years, are 
on record. 

“Till now, apart from some observa- 
tions, a little out of date, atmospheric 
electricity properly so-called has not 
been specially studied, but some later 
researches begun some 27 years ago at 
the Earth Physics Institute in Paris, 
and some observations made at the ‘Pic 
du Midi’ (France) Observatory on the 
propagation of storm perturbations of 
the electrical field; may result in the 
creation of a new Branch, when re- 
sources permit....” 

It should be recorded, in this con- 
nection, that Father Gherzi has intro- 
duced a new method of forecasting the 
weather and the movement of typhoons. 
His theory that the so-called ‘“‘group- 
microseisms” registered in typhoon 
weather should be 
storm itself and not to the breaking of 
the waves produced by the typhoon, 
was first advanced in 1923, although it 
was not accepted until 1945 when the 
U.S. Navy installed seismographs in 
the Pacific Ocean Islands, to check, 
based on this idea, the position, etc., 
of the typhoon centre. His method of 
forecasting weather and the movement 
of near-by typhoons consists in check- 
ing the type of echoes received from 
the Ionosphere reflecting. layers, when 
pulsing on a chosen frequency (the 6 
Mc band). A reflection (or echo) from 
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The British Economic Position 


Britain drops all remaining Labour 

Controls 

All post-war labour controls have 
now been dropped in Britain. The most 
burdensome control since 1945 had 
been the power to prevent workers 
leaving coal-mining and agriculture. 
This was lifed at the end of 1949. 
There still remained the “Control of 
Engagement Order”, under which 
most workers seeking employment 
had to check with the Ministry of 
Labour’s Employment Exchanges in 
order that they should be advised of 
jobs available in essential industries. 
This Order has now. been revoked 
also. 

The Government has discontinued 
entirely the use of the power of direc- 
tion. It had been applied almost ex- 
clusively to workers in coal-mining 
and agriculture. For others, it had 
been used only in 29 cases out of 
9,500,000 vacancies filled through the 
Ministry of Labour’s Employment 
Exchanges. In the past 15 months not 
a single worker had been directed. The 
Government always claimed that it 
would remove labour controls as 
soon as the distribution of manpower 
was satisfactory from the point of 
view of essential production. For the 
last year they were maintained in 
theory but progressively relaxed. The 
Minister of Labour has now stated 
that it is safe to abolish them com- 
pletely. 


Britain’s Dollar Position since 
Devaluation 
The rise since devaluation in the 
market prices of a number of impor- 
tant raw materials has had a mixed 


the E layer indicates that the type of 
weather on the following day will be 
governed by an invasion of maritime 
air; from the F1 layer that Polar (in 
this region Siberian) cold and dry air 
will invade the locality; while from F2 
layer, that tropical damp and warm 
air will make the weather on the fol- 
lowing day. (E layer: 100 km above 
the ground; F1 layer: 220 km above; 
F2 layer: 450 km above). In Father 
Gherzi’s opinion this method will even- 
tually be adopted at all the weather 
stations, although the reason for such 
a reliable correlation between the 
Ionosphere and the lower atmosphere 
is not yet fully understood. 

_I’should like to observe, in conclu- 
sion, that in order io arrive at a clearer 
conception of the outstanding and dis- 
interested services rendered by the 
Jesuits in China, it is well to bear in 
mind the unfavourable conditions in 
which they lived, and the perils to 
which they were frequently exposed; 
and more especially to remember the 
moral, material and intellectual isola- 
vous which they were compelled to 
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effect on Britain’s dollar position. On 
the one hand, increased prices in terms 
of sterling, and even in some cases in 
terms of dollars, have shown up inev!- 
tably in the U.K.’s wholesale price 
index and in the prices of some ex- 
ports. On the other hand the unex- 
pected maintenance of dollar prices, 
and in some cases the increase of dol- 
lar prices. for raw materials coming 
from the Sterling Area means _ that 
dollar earnings by these Sterling Area 
countries have increased considerably 
from their relatively low level in mid- 
1949, 


Since the dollars earned by the rest 
of the Sterling Area are in any case 
far greater than those earned by the 
United Kingdom, any improvement in 
their position has a very wholesome 
effect. on the overall dollar position 
of the Sterling Area. The trend is, 
therefore, not unsatisfactory at the 
moment. Increased prices paid by 
Britain for raw materials have by no 
means destroyed Britain’s power to 
offer goods to dollar countries at very 
competitive prices, and Britain’s total 
dollar exports have already risen 
somewhat from the low level im- 
mediately before devaluation. Britain’s 
dollar deficit during the last quarter 
of 1949 fell to $31 million. Press re- 
ports from London state confidently 
that when the dollar figures for the 
second quarter of 1950 are announced 
they will show a still further im- 
provement over first quarter figures. 


This does not mean that Britain is 
out of the wood. Her dollar -position 
is still grave, and even if the reser— 
ves increase there is a great leeway to 
be made up before the reserves reach 
the safety level. Moreover it can- 
not be determined yet how far the 
conditions during the last few months 
will continue. For one thing, so much 
clearly depends on the level of busj~ 
hess activity in the United States, not 
only for the purchase of Sterling Area 
raw materials, but also for the pur- 
chase of the U.K.’s own exports. On 
this, the figures for the last few 
months do not yet offer a reliable 
guide to the future. Much of the intense 
effort that has been made during the 
last year will yield results only after 
a period of time has elapsed, 


Raw Material sales to the United States 
The table which follows illustrates 
the great importance of exports by 
the rest of the Sterling Area in earn- 
ing. dollars from the United States: 


Exports by Sterling Area to the 
United States 
(In $ million) 


1949 1949 
Qtr. Av. ist qtr. 2nd qtx. 
By HU seGhienwecont 70 66 43 
By Rest of Sterling 
ATCA GSS. Gos 277 270 224 
Totaly ‘ase 347 336 265 


1950 


The most important of these raw 
materials are rubber, jute, wool, cocoa, 
diamonds and tin. With the excep- 
tion of tin, dollar prices have held firm 
or increased : 


U.S. Prices of Certain Commonwealth 
Primary Commodities. 
(Cents per 1b.) 
Price Around Price Late 


Commodity Sept. 1, 1949 Feb, 1950 
PRUD DE] Wieereicleeteleeere 1714 1934 
VOON SF "aninanre 129 136 
Cocoa (Accra) 20.4 24.1 
ible Mtpagsronco 103 74,25 

The rise in price of these com- 


modities is not a consequence of de- 
valuation, except insofar as it arises 
partly from the attitude of purchasers 
who deferred buying in the hope of 
obtaining cheaper supplies. The 
higher prices are rather a reflection of 
the high world level of productive 
activity, and in particular, that of the 
United States. 


Britain’s Dollar Exports since 
Devaluation 


The progress of Britain’s own ex- 
ports to the United States and Canada 
is shown in the following figures: 


U.K. Exports to North America 
(Monthly Averages) 


: 19438 1949 1950 
£ million Ist 3rd 4th 
half qtr. qtr. Jan. Feb. 
TOUSA, .«. 65. 43 38 6.7 69 63 
To Canada .. 60 6.7 63 72° 84 8.0 
Wotaly ye... 11:5) 11:0 10:2 13:9 15:3 14.3 
U.S. $ million 
ToUSA. .. 22.2 17.3 15.1 18.7 19.3 17.7 
Canada 24.2 26.6 25.2 20.0 23.5 224 
Total 46.4 439 40.3 38.7 428 40.1 
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As the figures show, the volume 
of exports to North America has risen 
since devaluation, that the total dollar 
yield is still below that in 1948. Dollar 
exports have fallen slightly in 
February below the January level, but 
not significantly: when the _ shorter 
working month is taken into account. 

The index of U.K. export prices has 
not risen much since devaluation. It 
stood at 113 from January to October 
(1947=100), and rose to 114 in 
November and December. 


U.K. Overall Trade’in February 
Britain’s total exports in February, 
which totalled £155.7 million were 
£20 million lower than the all-time 
record of £175.8 million attained in 
January, but, on a daily basis, were 
only 4 per cent below this record. 
February exports were 11 per cent 


higher than the monthly average 
for 1949. Imports in February at 
£181.7 million were, like exports, 


about £20 million less than in Jan- 
uary. Allowing for re-exports of £5.3 
million in February, the apparent 
visible trade deficit was only £20.7 
million, compared with £19.6 million 
in January. 


U.K. Wholesale Prices since 

Devaluation 

The Board of Trade combined index 
of wholesale prices in January was 
6 per cent above the August 1949 level, 
and nearly 11 per cent above the level! 
a year ago. The biggest increase has 
been in the raw material group. This 
rose by 4 per cent in January making 
a total increase of 14 per cent since 
devaluation. The most substantial rise 
has been in wool, and though prices 


fell in February, merino prices were 
still 40 per cent, and crossbreds 65 per 
cent higher than in July 1949. Prices 
of other non-dollar commodities have 
risen by amounts varying generally 
from 20 to 35 per cent. Raw materials 
with strongly marked dollar sources 
such as American cotton, nickel, zinc, 
and copper have risen by the full 
amount of devaluation or a little more. 


For the commodities other than raw 
materials the most marked increase 
has been in the price of cereals, a large 
proportion being imported from dollar 
sources. 

United Kingdom Retail Prices since 
Devaluation 


Between devaluation and January 
the retail price index (1947=100) 
mcved only from 112 to 113. The in- 
crease of one point was due to the 
increase in the price of bread, Up to 
mid-January, the last date for which 
the retail price index has been  cal- 
culated, the increases in raw material 


costs, dollar and sterling alike, had 
not been reflected in the prices of 
manufactured consumer goods, be- 
cause of the policy of delaying in- 


creases in prices of goods manufactured 
from materials bought at pre-devalua- 
tion prices. Unless raw material prices 
fall, it is difficult to see how some 
increase in the retail price indexes can 
be held back. In January, the T.U.C. 
recommended to unions that wege 
claims should not be pressed as long 
as retail price index did not rise 
above 118. If food prices can be held, 
the index may not rise beyond the 
crucial limit in the next few months, 
though prediction is impossible. 
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REVIEW OF THE JAPANESE ECONOMY 
DURING THE YEAR 1949 


The economic situation during 1949 
showed a marked development towards 
stabilization through the checking of 
inflation. As was generally expected, 
the lack of equilibrium in the Japanese 
economy which was long sheltered by 
inflation has now appeared on the sur- 
face. The fundamental goal is the 
establishment of a self-supporting eco- 


nomy through elimination of malad- 
justments. 

Although several stabilization mea- 
sures were enforced in 1948, real 


stabilization could not be realized as 
inflation through government subsidies 
and loans by the Reconstruction Finance 
Bank was not checked. The stabiliza- 
tion program of Mr. Dodge was based 
on the suspension of this inflationary 
policy in finance soas to realize a 
healthy development of the whole 
economy. The Dodge plan aimed at 
checking currency expansion through 
the establishment of a balanced budget 
and eliminating unsound business prac- 
tices through the suspension of gov- 
ernment subsidies and deficit loans. In 
order to eliminate as far as possible the 
unfavourable affects of this deflationary 
policy, the plan included the utiliza- 
tion of the Counterpart Fund for United 
States Aid. In order to alleviate the 
difficulties which were sure to follow 
the enforcement of the stabilization 
policy, the plan emphasized the pro- 
motion of the export trade and 
business rationalization. Capital neces- 
sary for the rational development of 
industry would be supplied partly from 
the Counterpart Fund and partly from 
the reduction of domestic demand 
through the rationalization of industry 
and the promotion of the export trade. 
Currency circulation continued to 
decline following a marked contraction 
of 40 billion yen in the second quarter 
of 1949. In the fourth quarter, the 
note issue which showed a temporary 
increase in October again declined by 
2.4 billion yen in November, and in 
December registered a far smaller in- 
crease than expected. The note issue 
during the period from January to No- 
vember showed a contraction of 51.5 
billion yen as against an increase of 
75.5 billion and 84.8 billion during the 
same period of 1948 and 1947. The 
currency contraction was brought about 
principally through (a) the collection 
of loans of the Reconstruction Finance 
Bank amounting to 12 billion yen as 
against an increase of loans of 67 bil- 
lion yen in the previous year, (b) ad- 
justment of the time-lag between gov- 
ernment payments and income, as well 
as tax collection amounting to over 500 
billion yen or 53.8% of the budget 
figure at the end of November. The 
fact that the increase of deposits ex- 
ceeded the annual target of 250 billion 
yen and that the greater part of the 
Counterpart Fund was utilized for the 
redemption of government liabilities 
and for the purchase of Food Certifi- 
cates were also responsible for the cur- 
-reney contraction. 
The security 
gradually, reflecting 


market declined 
the deflationary 


tendency. Especially after the middle 
of the year, the market was severely 
depressed by the increase of capital- 
ization, the index of stock prices de- 
clining to the level of 500-600 from 700 
in May. The difference between supe- 
rior stocks widened through selective 
buying. Stock exchanges were re- 
opened in May, transactions being car- 
ried on by a new method. 

Prices which had shown a stagnant 
development from the latter part of 
1948 turned to decline early in 
1949. Official prices showed an ad- 
vance of 12% during the period from 
January to October partly due to the 
reduction and the abolition of govern- 
ment subsidies, whilst black and free 
market prices of producers’ goods 
showed a decline of 31% in October as 
against the peak in February. Con- 
sumers’ goods also declined by 25% 
from the peak in April. The difference 


between official and black market 
prices narrowed considerably, some 
blackmarket prices declining below 


official prices. Under these circum- 
stances, government control over prices 
was gradually abolished. In spite of a 
marked decline in blackmarket prices 
of staple food due to the favourable 
food situation, real wages did not show 
an improvement owing to the low wage 
level and the advance of official prices 
and other charges. The deficit in 
household economy thus continued to 
increase, whilst unemployment also 
showed a gradual increase in conse- 
quence of business rationalization. 

The food situation showed a marked 
improvement in 1949. Food deliveries 
developed favourably and the release 
of imported food showed an improve- 
ment both in quantity and quality. 
The food ration of 2.7 go was main- 
tained without delay, and there were 
the refusals of accepting substituted 
food. As a consequence, blackmarket 
prices of staple food declined, and the 
abolition of control over Irish and 
sweet potatoes, and an increase of the 
standard volume of ration are now 
under consideration. 

Industrial production which showed 
a conspicuous advance in 1948, became 
inactive after April 1949, owing to the 
enforcement of the balanced budget. 
The production index of the Economic 
Stabilization Bdard declined from 177.2 
in April to 74.7 in September as against 
an increase from 53.4 to 66.0 during 
the corresponding period of the pre- 
vious -year. Coal mining, machinery 
and timber showed a marked decline 
in production, whilst the output of the 
céramics and food processing indus- 
tries registered a conspicuous advance. 
The decline in demand from govern- 
ment institutions due to the reduction 
of government expenditure severely 
affected the machinery industry, and 
the reduction or abolition of govern- 
ment subsidies was reflected in the 
production of coal, iron and steel. The 
suspension of loans by the Reconstruc- 


tion Finance Bank severely affected 
key industries. The establishment of 
a single exchange rate, worldwide 


economic maladjustments resulting in 
the devaluation of pound sterling 
proved a heavy blow to the export in- 
dustries. Monetary stringency, the ac- 
cumulation of unsold stocks, the in- 
crease of credit sales and unfavour- 
able cost accounting, caused a decline 
in production. There was an over- 
supply in coal, stocks at the end of 
September reaching 5,020,000 tons as 
against 1,820,000 tons in the previous 
year, and production declined from 
October when Coal Distribution Cor- 
poration was abolished. Under these 
circumstances the maintenance of 
favourable cost accounting through 
rationalization and the extension of new 
markets was regarded as the most 
powerful countermeasures. 

The annual target of the export trade 
in 1949 was at first fixed at 600 million 
dollars in April, due to the world-wide 
deflationary tendency, the shortage of 
dollars in various market, and political 
unrest in East Asiatic areas. In order 
to realize the export target which 
showed a marked increase compared 
with the total of 260 million dollars of 
1948, trade agreements were conclud- 
ed in succession with various coun- 
tries. Export contracts maintained a 
monthly figure of 40 million dollars, 
but after the establishment of a single 
exchange rate of 360 yen, the export 
of various commodities became diffi- 
cult, resulting in the accumulation of 
stocks. The devaluation of pound 
sterling in September affected the ex- 
port trade, and for some time the de- 
valuation of yen was widely dis- 
cussed. The government, -however, 
announced that the yen would not be 
devalued, and that a reduction in costs 
should meet the pound devaluation. 
Towards the end of the year, follow- 
ing Mr. Logan’s suggestion, official con- 
trol over exports and imports was 
widely alleviated. A new trade agree- 
ment with sterling areas promised a 
favourable development of the export 
trade. 

It is expected that economic stabiliza- 
tion will be attained in 1950. There 
are various bright spots on the econo- 
mic horizon such as the conclusion of 
a peace treaty, the possible import of 
foreign capital, an expansion of the 
export trade, and the elevation of the 
consumption level, etc. However, it 
must be considered that economic 
stabilization can only be attained by 
full cooperation of the whole nation. 


Public Finance 


Treasury Conditions during the Last 
Quarter of the Fiscal Year 1948-49:— 
Owing to the delay in tax collection, 
treasury conditions became unbalanced 
toward the end of 1948, as in 1947. 
The deficit at the end of 1948 amount- 
ed to 82.5 billion yen and the income 
from taxes was only 51.4% of the an- 
nual budget. However, due to forced 
collection, taxes collected during the 
period from January to May 1949 
amounted to 184 billion yen, the ag- 
gregate total of the whole fiscal year 
showing an increase of 8.5 billion yen 
compared with the budget. Owing to 
favourable tax collection, the treasury 


1950 


account showed an excess of revenue 
of 97.4 billion yen during the first 
three months of 1949, but the treasury 
account for the whole fiscal year 1948- 
49 registered an excess of expenditure 
over revenue amounting to 51.1 billion 
yen which accounted for 54.5% of the 
expansion of the note issue of 93.8 
billion yen. The budget of the general 
account was well-balanced, whilst that 
of special accounts registered a deficit 
of 84.5 billion yen. The time-lag be- 
tween revenue and expenditure was 
also responsible for the excess of ex- 
penditure. Under these circumstances, 
a Nine-Point Economic Stabilization 
Program was published on December 
19th, 1948, the establishment of a 
balanced budget for both general and 
special accounts, and_ stringent tax 
collection being emphasized. 

Original Budget for 1949-50:— The 
original budget for 1949-50 which was 
drawn up at the advice of Mr. Dodge 
passed the Diet on April 20th. The 
principal features of the budget were 
(1) checking the inflation,+ (2) econo- 
mic stabilization—healthy development 
of industrial production, and (3) the 
improvement capital accumulation. 


Budget for General 


Revenue 
Original Additional Total 


Taxes and stamp 
Tevenue) je asaeci- 2 514.660 1,310 515,970 
Income tax ... 120,202 9,284 129,486 
Temporary income 
he RR oe ei iti 190,000 *19,675 170,325 
PBOtAL Geiccsisss ajieye 310,202 *10,391 299,811 
Corporation tax 27,271 22,789 50,060 
Liquor tax ....: 65,035 10,200 75,235 
Textile. taxce .in.«. 17,313 *5,308 12,005 
Gasoline tax ... 4,052 * 365 3,687 
Commodities tax 27,044 * 5,755 21,289 
Transactions tax 45,100 *13,256 31,844 
Other taxes 18,643 3,396 22,039 
Revenue from gov. 
enterprises and 
properties ....... 130,874 76 130,950 
Monopoly profit . 120,977 * 1,514 119,463 
Revenue from 
gov. enterprises 4,927 100 5,028 
Revenue from 
gov. properties 4,969 4,490 6,459 
Miscellaneous 48,377 14,340 62,718 
Special revenue 7,933 0 7,932 
Released goods 3,178 0 3,178 
Othersiy... estes 4,757 0 4,759 
Surplus from the 
previous year 3,085 20,651 23,736 
Ute Gagearonun 704,934 36,378 741,313 
modation through the Reconstruc- 


tion Finance Bank which had been 
responsible for the acceleration of in- 
flation was suspended, and industrial 
funds were to be appropriated through 
city banks and the Counterpart Fund. 
The price subsidies were in principle 
decreased and export subsidies were 
abolished. 

Recommendations on Tax Reform by 
the Shoup Mission:—Dr. Shoup and the 
members of his mission arrived in 
May to investigate the Japanese tax 
system and to recommend its revision. 
The report was published on September 
15th. 
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The first characteristic of this 
budget is that it is well balanced 
as regards both State and local finance 
and public corporations. The total bud- 
get including general account, special 
account, and public corporations regis- 
tered an excess revenue amounting to 
257.7 billion yen, expenditure being 
reduced, and revenue from bonds and 
loans being abolished. Personnel ex- 
penses were economized by adminis- 
trative readjustment; deficits in special 
accounts of national railways and com- 
munication which has been covered by 
the issue of bonds or loans, were 
covered by a 60% advance of passen- 
gers and freight rates, and a 45% in- 
crease of communication charges, 
equipment funds for national railways 
and communications were appropriated 
from the Counterpart Fund for United 
States Aid. In order to check -infla- 
tion, the budget included the repay- 
ment of national loans amounting to 
54.4 billion yen. The budget for the 
current year can thus be considered as 
a surplus budget. 

In order to provide for sound indus- 
trial production and to improve 
capital accumulation, financial accom- 


Account (1949-50) 


(in million yen) 


Expenditure 

Original Additional Total 
Imperial household 97 0 97 
Diet Pc seamtees tear 1,407 157 1,564 
Court of Justice 4,212 144 4,356 
Administration 37,962 1,111 39,073 
Justice and police 16,620 598 17,218 
Education and cul- 

TURES Paouonanentars 34,721 890 35,612 
Social services and 

PaPOUR eee: 25,631 1,031 26,662 
Sanitation and 

Nealthegs .decmucten 6,628 325 6,953 
Economic rehabili- 

tations). cn ickinc. cls 67,528 30,567 98,095 
Public works ..... 51,895 10,660 62,555 
Commodities and 

price adjustment 

@XPENSeS Feiss: 202,200 *23,000 179,200 
Common  adminis- 

tration expenses 6,007 * 93 5,913 
Local finance ..... 61,466 9,007 70,473 
Pensions and an- 

MGIUIES™ Sea cca ant 2,991 350 3,341 
Government invest- 

THEN Cy Gin ee 2 anys 41,852 4,794 46,646 
Debt service ...... 13,636 * 432 13,204 
War termination .. 125,230 12 125,242 
Return of Allied 

properties) ....:. 1,717 0 1,717 
Removal of repara- 

Ons Vacs saat 2,663 0 2,663 
Released goods ... 198 253 452 

PROCALA B. teresvoinyerete 704,667 36,378 741,046 
Note: * equal decrease. 


The mission’s aim was to establish a 
permanently stabilized tax system, but 
the enforcement of its recommenda- 
tions during the fiscal years 1949-50 
and 1950-51 were not to disturb the 
stabilization policy of Mr. Dodge. In- 
come tax rates are fixed so as to collect 
288 billion yen in the fiscal year 1950- 
51, and the abolition of transaction tax 
can be realized if total expenditure can 
be kept to less than 680 billion yen. 
Income from taxes in 1950-51 is es- 
timated at 576 billion yen of taxes and 
profits of the government monopoly, 
and 190 billion yen of local taxes, 
showing a decline of 59 billion yen for 


the former and an increase of 40 billion 
yen for the latter as compared with 
the preceding year. The net reduction 
of the tax burden will amount to 19 
billion yen, 

Revision of the Budget for 1949-50:— 
The revised budget for 1949-50 passed 
the Diet on December lst. Principal 
points of the revision are (1) partial 
reduction of the tax burden following 
the Shoup recommendations; (2) econo- 
my in price subsidies and other ex- 
penditure, (3) increase of expenses for 
the restoration of damages, etc.; (4) 
adjustment of figures caused by the 
establishment of a single exchange rate, 
etc. It must be noted that this revision 
was based on Mr. Dodge’s advice. 

The personal income tax and some 
commodity taxes will be reduced, and 
the liquor taxes, textile taxes and 
transaction taxes will be abolished 
from January lst 1950, the total amount 
of the reduction being 20 billion yen. 
On the other hand, the natural increase 
of tax income is estimated at 21.3 bil- 
lion yen. Thus the net increase of tax 
income will be 1.3 billion yen. As to 
expenditure, economy in expenses 
amounted to 24.8 billion yen, of which 
23 billion yen will the result of the 
reduction of price subsidies. It is note- 
worthy that the deficit in special ac- 
counts, especially Food Special Account 
is to be covered by transfer from gen- 
eral account. so as to check the expan- 
sion of note circulation. Counterpart 
Fund decreased by 24.1 billion yen, as 
a result of the establishment of a single 
exchange rate. Foreign Exchange and 
Export Compensation Special Accounts 
were newly established. 

The budget for 1949-50 was revised 
as follows: 


(In billion yen) 


Expen- 

Revenue diture 

General account 741.3 741.0 
Special account 2,334.8 2,301.8 
Public corporations 1,820.0 1,700.9 


Money and Credit 


The reconstruction of the post-war 
economy was ai first marred by infla- 
tion. During three years from the 
termination of hostilities to the end of 
1948, industrial production recovered 
to 70% of the pre-war level, whilst 
prices advanced eightfold, and currency 
circulation increased seventeenfold. 
Although various circumstances gradu- 
ally reduced the tempo of inflation, the 
deficit in public finance, the fundamen- 
tal cause of inflation, was not solved. 
A Nine-Point Economic Stabilization 
Program was finally established to- 
wards the end of 1948 as a concrete 
measure for checking inflation. This 
program was based on the two funda- 
mental principles of a balanced budget 
and the forced collection of taxes. 

The establishment of a balanced bud- 
get, the enforcement of the so-called 
Dodge line, was realized from April, 
but the effect of the Nine-Point Econo- 
mic Program already appeared in the 
period from January to March. The 
note issue showed a contraction of 
42,720 million yen during the period, 
due to forced tax collection and the 
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cautious attitude of banking institutions 
in anticipation of its future develop- 
ments. Tax coliection reached 50% of 
the budget, and the financial accom- 
modation to industries amounted only 
to 60% of the planned figure. Under, 
these circumstances, monetary strin- 
gency became gradually widespread. 

The budget for 1949 was drawn up 
on the principle of balancing expendi- 
ture and revenue of general account, 
special accounts and the budget of 
public corporations and other govern- 
ment institutions. The budget included 
the redemption of 14-15 billion yen of 
government liabilities, of which about 5 
billion yen were held by private in- 
stitutions. A. disinflation policy was 
adopted to alleviate the effect of cur- 
rency contraction. On the other hand, 
Joans by the Reconstruction Finance 
Bank were suspended. 

Currency circulation which showed 
some expansion:in April continued to 
decrease after May, the contraction 
reaching 20,438 million yen up to July, 
due to an excess of government re- 
venue over payments. After August, 
currency circulation again increased, 
the increase during the period from 
August to October being 10,760 million 
yen. The total currency contraction 
during the period from January to 
October thus amounted to 9,678 million 
yen. i 
Monetary stringency became severe, 
and financial accommodation for equip- 
ment funds became difficult due to the 
suspension of loans, the collection of 
funds advanced by the Reconstruction 
Finance Bank, and the delay in the 
utilization of the Counterpart Fund. 

The money and credit situation in 
1949 followed the disinflationary policy 
advised by Mr. Dodge. This policy 
succeeded in reducing currency circu- 
lation, but the prevailing monetary 
stringency remains as an important 
problem yet to be solved. 


Security Market 


General:— With the enforcement of 
the Economic Stabilization Program, 
especially after the suspension of new 
loans by the Reconstruction Finance 
Bank, financial accommodation of long- 
term funds through banking institu- 
tions became extremely difficult. Most 
enterprises were compelled to raise 
funds through capital\increases and the 
issue of debentures. Funds raised 
through these channels during the first 
half of the fiscal: year 1949 were 42,592 
million yen and 5,828 million yen re- 
spectively. The security market has 
thus become very important from the 
view-point of economic rehabilitation. 


Under these circumstances, the re- 
opening of the regular stock exchanges 
was authorized in Tokyo, Osaka and 
Nagoya on May 14th. Other stock ex- 
changes were opened in succession in 
five large cities. The following prin- 
ciples were adopted in transactions, in 
order to protect investors as well as to 
prevent speculative trends: (1) clarifi- 
cation as regards timing of order and 
actual transactions; (2) in principle, 
listed shares must be dealt at the re- 
gular stock exchanges, and off-market 
transactions shall be prohibited; (3) 
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term transactions are strictly prohibit- 
ed. 

In spite of the reopening of the re- 
gular stock exchanges, markets were 
inactive and bearish due to monetary 
stringency and an excess of shares. 
Stock prices showed a marked decline 
toward the end of the year despite 
some Official countermeasures center- 
ing on priority treatment for security 
financing. : 

Security Market:—The market dur- 
ing the year 1949 started with bullish 
activity which continued from the year- 
end of 1948. Although a reactionary 
set-back was witnessed in February, 
general sentiment continued to be 
bullish up to the reopening of the re- 
gular stock exchanges. According to 
statistics compiled by the Tokyo Stock 
Exchange, the stock price index in 
May showed an advance of 177.3% 
compared with December 1948, and the 
transaction volume index increased by 
246%. This activity wag brought 
about by the flow into the security mar- 
ket of a considerable amount of float- 
ing funds which had been invested in 
the speculative buying of commodities, 
and were set free by the slackening of 
commodity speculation. In anticipa- 
tion of the revaluation of assets, the 
market during the first half of the year 
was animated by buying of superior 
shares, whilst quotations of inferior 
shares showed little change or a de- 
cline. 

From about May 1949, the security 
market fell a victim to the generai 
monetary stringency. From about the 
middle of May, stock exchanges become 
inactive and bearish. Although there 
was a reactionary advance in August, 
the market tone later weakened fur- 
ther, and heavy declines were experi- 
enced after the end of October. The 
stock price index in October declined 
by 32.1% compared with May and the 
transaction volume index by 37.5%. 
The decline was largely due to the 
excessive issue of new shares at a time 
of monetary stringency. To cope with 
the collapse of the security market, 
the government and the Bank of Japan 
resorted to various counter-measures. 
Financial regulation was revised in 
August so as to give priority to security 
financing, and the Bank of Japan sup= 
plied funds to city banks through the 
purchase of government bonds held by 
these banks. In order to check the 
excess of shares, the Securities Coor- 
dination and Liquidation Committee 
(SCLC) postponed the release of shares 
held for sale. The government also 
recommended to civil enterprises to 
put off capital increases as much as 
possible. 

Despite the above measures, bearish 
sentiment continued, and the stock 
exchange experienced a heavy decline 
on December 14th. The government 
took emergency measures centering 
upon the strict prohibition of specula- 
tive selling, and, at the same time, 
recommended banking institutions to 
purchase shares. By this action, sup- 
ported by buying operations of banking 
institutions, the security market was 
steadied to some extent. 

Capital Issues:—From the. termina- 
tion of hostilities, most enterprises 
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were dependent for long-term funds 
upon loans from banking institutions, 
especially those of the Reconstruction 
Finance Bank, as it was extremely 
difficult to raise funds through capital 
increases. With the normalization of 
the Japanese economy, capital increases 
as well as the issue of company deben- 
tures became active in the latter half 
of 1948. The aggregate total of new 
shares issued during 1948 amounted to 
44,664 million yen. 

The enforcement of the Economic 
Stabilization Program made it ex- 
tremely difficult to finance long-term 
industrial funds through banking in- 
stitutions, especially after the suspen- 
sion of loans by the Reconstruction 
Finance Bank. In addition, capital in- 
creases of large enterprises, put off by 
the Enterprise Reconstruction and Re- 
organization Law, were authorized 
successively. Thus, the issues of new 
shares increased: month after month, 
and reached 11.8 billion yen in Novem- 
ber, the aggregate total during the year 
registering the high record of 80 billion 
yen in round figures. 

On the other hand, release through 
SCLC to the public of shares held by 
the so-called “zaibatsu’’ and other con- 
trolling companies, ete. developed 
favourably, the aggregate total released 
in the period from January to October 
totalling 7,115 million yen. 

Issue Market:—The issue of company 
debentures also increased long-term 
industrial: finance. Reflecting the severe 
monetary stringency, the issue market 
in the earlier months of 1949 was in- 
active, but, stimulated by the enforce- 
ment of priority measures for loans 
with debentures as collateral, and the 
purchase, by the Bank of Japan, of 
Government and Reconstruction Finance 
bonds held by banking institutions, the 
issue of company debentures increased 
sharply after June. According to statis- 
tics compiled by the Industrial Bank of 
Japan, the monthly issue of debentures 
increased from 140 million yen in Jan- 
uary to 3,735 million yen in November, 
and the aggregate total issued during 
the first half of year amounted to 14,645 
million yen (149 issues), far exceeding 
the planned figure of 5,000 million yen. 
Issues which were hitherto confined 
to electric power and railway com- 
panies spread to other industrial groups. 


The animation of the issue market 
was due to better terms in favour of 
issue companies (August and October 
1949). By these revisions, the sub- 
scription fee was lowered, debentures 
with a term of 5 years were admitted 
(formerly 3 years), and interest rates 
on debentures were lowered. 

Open market operations by the Bank 
of Japan played an important part in 
promoting company debentures. The 
total sum of Government and Recon- 
struction Finance bonds held by bank- 
ing institutions and purchased by the 
Bank during the period from June to 
September amounted to 9,747 million 
yen. As the redemption of Govern- 
ment and Reconstruction Finance bonds 
will hereafter reach a considerable 
amount,.city banks will have to hold 
company debentures as a first line of 
defense. 
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Prices 


Japan’s post-war price structure was 
formed by piling up various cost cal- 
culations which were widely apart 
from pre-war prices and the interna- 
tional price level. Accordingly, a series 
of various measures taken based on 
the nine principles of economic stabil- 
ization demanded a radical change of 
the former price policy. Thus the 
price movement in 1949 has apparently 
shown the aspect of a transition period, 
accompanied by monetary stringency, 
deflation, a decline in demand and the 
accumulation of stocks. 


Free market prices tended from the 
former slow advance to a_ stationary 
and finally to a declining tendency. 
Prices of producers’ goods showed a 
downward movement from the peak in 
February, their level in October being 
21.5% lower than in the corresponding 
period of the previous year, and about 
same level as in September 1947. 
During this period of one year, all com- 
modities excepting fuel registered a 
decline. The decline was especially 
heavy in drugs (45.9%) and construc- 
tion materials (30.4%). Prices of con- 
sumers’ goods also declined from the 
peak of April, and, in November, were 
9.5% lower than in the same period 
of the preceding year. Auxiliary food- 
stuffs which are subject to seasonal 
influences and daily necessaries only 
registered a slight decline of 0.6% and 
0.7% respectively. All other commod- 
ities witnessed a sharp decline, that of 
fuel (25.7%) with winter drawing near 
being particularly noticeable. 


Official prices continued upward, al- 
though the movement has gradually 
slackened. The sharpest advance 
occurred in April when the revision of 
official prices took place in groups, as 
a result of the establishment of a single 
exchange rate and the curtailment of 
various subsidies. Smaller advance and 
even some declines were witnessed in 
October when prices reached a point 
22.4% higher of wholesale prices and 
19.8% for retail compared with the 
same period of the preceding year. The 
continued advance in official prices and 
a decline in free market prices charac- 
terized the price movement in 1949. 
As a consequence, the spread between 
free market prices and official prices 
was further narrowed. In October, the 
average magnification of the former 
was only 1.8 fold in producers’ goods 
(2.8 fold in Oct. 1948) and 2.0 fold in 
consumers’ goods (3.1 fold in Oct. 1948). 


According to the consumers’ price 
index in Tokyo of the Bureau of 
Statistics of the Prime Minister’s Office, 
the advance in effective prices which 
is the composite price level of the free 
market and official prices has apparent- 
ly slowed down from 1948, even show- 
ing a downward tendency after May 
1949. However, the price level in 
September 1949 was still 5.2% higher 
than at the same period of the preced- 
ing year. Reflecting a favourable food 
situation, a large decline of 26.8% is 
registered for staple food, which must 
have contributed much to the decline 
of the consumers’ price index. 


Household Economy:—The wage level 
continued to advance after the war, 
and particularly in 1947 and 1948, 
when commodity prices slackened their 
advancing tempo, real wage also show- 
ed a conspicuous rise. The real wage 
index for all industries prepared by 
the Price Board registered an advance 
of 64% during the period from January 
to October 1948, but later came to a 
standstill and after January 1949 show- 
ed a downward movement, which was 
immediately reflected in the household 
economy of the people. According to 
a survey of the household economy of 
salaried men prepared by the Tokyo 
Metropolitan Office, the household de- 
ficit (or difference between earned in- 
come and actual expenditure) was on 
the increase in 1949. Among the various 
means to make good this deficit, sales 
of property decreased, while loans etc. 
were somewhat increased. This shows 
that the resources to make up deficits 
were almost exhausted. Real living 
costs in cities investigated by the Price 
Board, which had risen by 10% in 
January through November, 1948, later 
came to a standstill or even declined. 
This stationary tendency of the con- 
sumption level despite the increase in 
household deficits indicates clearly the 
difficulties of the household economy. 


Price Policy and Future Problems:— 
Since the beginning of 1949, the regu- 
larization of the prices structure and 
the narrowing of the spread between 
home prices and international prices 
have been a leading task imposed- upon 
the country’s economy. As a conse- 
quence, the curtailment of State sub- 
sidies became an important problem. A 
coordinated commodity price policy 
following the Nine-Point Economic 
Stabilization Program was made public 
on April 19th by the Economic Stabil- 
ization Board, and price subsidies for 
1949 were fixed at 83,300 million yen 
for import goods, 100,200 million yen 
for commodities in the stabilization 
band, in the hopes of cutting down the 
unit subsidy amount through the re- 
duction of costs and the increase of 
production. Commodities to be sub- 
sidized decreased from 7 to 5 items 
(iron, coal, non-ferrous metals, fer- 
tilizer and soda) excluding lead and 
light metals. In conformity with the 


basic principle that producers’ price 
shall be reduced, while consumers’ 
prices shall be held unchanged, the 


revision of producers’ price for iron 
and steel, chemical fertilizer, soda, 
petroleum, lead, zinc and staple food 
has been rapidly carried out. 


With the establishment of the single 
exchange rate (dollar=Y360), effective 
April 25th, the narrowing of the spread 
between home and foreign prices and 
the curtailment of price subsidies ap- 
peared to be a necessary corollary. The 
reduction of price subsidies took some 
time in taking shape in view of the 
importance of the problem, but finally, 
with the revision of the budget, the 
reduction for 1949 was fixed at 23,000 
million yen. As a consequence, the 
subsidy for coal was abolished, effective 
July 10th, followed by a reduction in 
subsidies to various key commodities. 
Among these commodities, the price 
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increase for iron and steel, fertilizer 
and soda was executed in the the early 
days of September. Price control over 
copper was lifted and that over alumi- 
nium was pegged. The price of iron 
and steel as well as fertilizer will be 
further raised with the next subsidy 
curtailment. 

The price revision of various key 
key commodities as a result of subsidy 
curtailment, together with the coming 
price revision of rice, freight and elec- 
tric power, practically brought about a 
new change in the price policy, that is 
to say, the former policy of maintain- 
ing basic prices as low as possible was 
changed to a policy centralized around 
a comparative increase of basic prices 
and the rationalization of secondary 
and third group of industries. Further- 
more, taking advantage of this price 
revision, various controls were lifted. 
These measures will be proceeded with 
in the future and it may be anticipated 
that controls in 1950 will be very much 
reduced. 

The effect of the deflationary policy 
upon commodity prices and the house- 
hold economy has not been slight and 
will be increased by rising unemploy- 
ment in the smaller industries which 
are severely suffering from the mone- 
tary stringency. How these hardships 
can be alleviated without endangering 
the stabilization of the price level in 
accordance with the basic principles of 
the Economic Stabilization. Program is 
a matter of general concern. 


Employment and Wages 


Employment:—Economic stabilization 
based on the Nine-Point Economic 
Program and the Dodge plan has had 
a serious effect on employment. A 
reduction in personnel had been moot- 
ed since the termination of the war, 
but as it was impossible to gauge 
enterprise reconstruction at that time, 
and on account of the resistance of 
labour unions, the matter was left in 
abeyance. The low wage also made 
possible over-employment. With the 
establishment of a single exchange rate, 
the rationalization of enterprises be- 
came essential, particularly in the 
export industries. The rationalization 
of enterprises, as a matter of course, 
included not only the improvement of 
production facilities but also a reduc- 
tion of personnel. 

Employment showed a general de- 
cline from the beginning of 1949. In 
August the decline counterbalanced the 
seasonal increase of April. The number 
of unemployed according to ‘Labour 
Survey” continued to increase, attain- 
ing 470,000 in September 1949. This 
figure, however, does not completely 
represent the country’s actual unem- 
ployment. Unemployment problem is 
becoming serious in agriculture and 
forestry in the form of a  superabun- 
dance of family labour and in indus- 
tries as a whole in the form of an 
increase of part-time workers. 

Wages:—With the acceleration of 
post-war inflation, nominal wage had 
increased by January 1947 more than 
20 fold and in January 1948 roughly 
60 fold compared with 1934, whilst 
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actual wages in October 1948 were only 
40% of the pre-war period. In 1949, 
the actual wage level remained almost 
unchanged due to the general shortage 
of money, the accumulation of supplies 
and the progress of business readjust= 
ment, whilst effective prices showed a 
slight advance until July. Consequent- 
ly, real wages after January 1949 
remained at a standstill, although they 
were a little higher than in the previous 
year. Average monthly wages per 
capita of regular workers and staff 
members in September 1959 according 
to industry were Y12,233 in trading in- 
cluding banking, but only Y4,291 in 
the textile industry. The  disinflation 
policy particularly affected mechanical 
engineering, wood-working and mining, 
especially smaller enterprises, which 
was reflected in the wage movement to 
some extent. 

In the post-war form of wages, 
efficiency wages through piece-work 
decreased and livelihood pay at a fixed 
amount was popularized in contrast to 
the pre-war period. According to a 
survey of the: Labour Ministry of 1948, 
the wage structure of all industries was 
38.5% for basic salary, 9.3% for family 
allowance, 2.6% for price allowance 
and 3.0% for regional allowance, etc. 
Wages conforming to this standard re- 
presented 76.8% of total wages, whilst 
efficiency wages such as_ incentive 
wages (15.3%), duty allowance (2.8%) 


and special service allowance (4.6%), 
etc. accounted for 23.3%. In the latter 
half of 1948, however, stimulated by 
the adoption of a classification system 
for salaries to government and public 
officials, this system has been adopted 
by some civilian enterprises. The 
position classification system was ori- 
ginally intended to rationalize wage 
grading, but under present circum- 
stances has a marked tendency towards 
efficiency wages. Enterprises in gen- 
eral evince a tendency to shift from 
the livelihood pay to efficiency wages. 


Food Situation 


The food situation during the year 
1949 showed a marked improvement 
both in quantity and quality, owing to 
the recovery in agricultural produc- 
tion and the favourable development of 
deliveries and imports. 


Crops of staple food in 1948 register- 
ed the highest record after the war, 
surpassing the average volume 
1943-47 with the sole exception of 
wheat. The rice crop totalled 62,340 
koku, the largest figure next to that of 
1943, and the crop of wheat and barley 
registered the highest record next to 
1944. The most marked increase was 
witnessed in the production of Irish 
and sweet potatoes which showed the 
largest figure ever recorded. 


Production of Staple Food 
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Sweet Trish 

Rice potatoes Barley Wheat Rye Potatoes 

1000 koku 1000 kwan 1000 koku 1000 kwan 
1,072,294 5,264 7,978 5,279 538,663 
1,053,467 7,181 10,110 6,577 521,427 
1,039,222 4,922 6,891 5,192 463,277 
1,470,576 3,835 4,496 3,249 460,108 
1,177,510 4,732 5,600 4,628 507,432 
1,162,600 5,187 7,015 4,985 498,181 
1,617,760 5,666 6,856 5,779 571,869 
1,508,732 7,188 WYRE) 6,391 547,902 


Deliveries of staple food developed 
favourably. At the end of June 1949, 
deliveries of rice had reached 32,330,000 
koku or 105.6% of the planned volume 
(30,590,000 koku or 100.2% in 1948), 
those of wheat and barley 6,520,000 
koku or 103.2% (5,450,000 koku or 
108.8%), sweet potatoes 953,050,000 
kwan or 147% (€ 2,490,000 kwan ‘or 
104%). This favourable development 
was brought about by the increase in 
crops, the decline in purchasing power 
in cities, the monetary stringency in 
rural districts, etc. 


Supply and Demand of Staple Food 


(in 1,000 koku in terms of unpolished rice) 
1948 1949 
Supply 
RICE Fabtech Weiss ioajaerateisn: 34,997 36,235 
Wheat, barley, etc. ...... 5,189 4,832 
Irish & sweet potatoes . 3,696 3,982 
Others 1,276 2,533 
Total 45,158 47,582 
Imported 12,641 11,685 
Grand total 57,899 59,267 
Demand 
Staple food -... 50,867 51,926 
MARC. Siete 333 43 
LVENSO Mn seleraiaratd 51 5 
Otherser ss .. hens 302 53 
ER etellie, erstertet och ace 51,553 52,420 
Carry over 6,344 6,847 


Imports of foreign food during the 
crop year (Nov. 1948—Oct. 1949) total- 
led 2,720,000 tons, an increase of about 
40% over the previous year. Imports 
of cereals increased to 2,660,000 tons, 
almost twice the figure of the preceding 
year (wheat from 640,000 tons to 
1,790,000 tons), whilst other foodstuffs 
decreased from 570,000 tons to 60,000 
tons. Sugar was not included in im- 
ported foodstuffs. The release of the 
imported food totalled 750,000 tons 
during the first half (Nov.—Apr.) as 
against 490,000 tons in the correspond- 
ing period of the preceding year and 
during the latter part of the year (May 
—Oct.) 870,000 tons as against 700,000 
tons. In accordance with the release 
of imported food, domestic rice total- 


Production Index in 1949 


for 


ling 800,000 tons was put in reserve 
during the period from November to 
March as against 520,000 tons in the 
preceding year. 


As regards the supply and demand 
during the crop year of 1949, the sup- 
ply of food totalled 59,260,000 koku and 
the demand 52,420,000 koku, 6,840,000 
koku being carried forward. These 
figures were the largest after the war. 
Of supplies, domestic rice aggregated 
36,230,000 koku of 61.1% of the total. 
The standard basis of staple food 
rationing was raised from 2.5 go to 2.7 
go in November 1948. 


Industrial Production and 
Stocks of Commodities 


Industrial Production During 1949:— 
The economic situation, which showed 
a marked improvement toward stabil- 
ization and recovery in 1948, has made 
a further favourable advance, and in- 
flation has gradually been checked since 
early 1949, with the enforcement of the 
Nine Point Economic Stabilization 
Plan. Nevertheless, the industrial pro- 
duction has been stagnant since April 
1949, the production index compiled by 
the Economic Stabilization Board 
(1933-35=100) revealing the following 
facts. 


In the first place, the general index 
of industrial production has been slow- 
ing down in the tempo of its advance. 
For instance, the monthly average in 
January through September was 74,2, 
showing an advance of 34.3% as against 
55.3 of the corresponding period of 
1948, but the rate of advance declined 
slightly compared with 28.2% of the 
previous year. Secondly, the manufac- 
turing industry showed a favourable 
development, whilst the mining pro- 
duction was rather inactive. According 
to the same index, the rate of advance 
of mining output declined from 28.0% 
in 1948 to 16.5% in 1949, whilst that 
of manufacturing production increased 
from 41.1% in 1948 to 44.4% in 1949. 
Thirdly, among the manufacturing in- 


dustries, the greatest advance was 
witnessed in metal branch, the rate 
being 68.3% as against 77.1% of the 


previous year. Production in the cex- 
amics and the chemical industries 
increased by 66.6% (57.8%) and 40.8% 
(45.1%) respectively. Food processing 
advanced by 30.5% as against a decline 
of 0.6% in 1948. The production of 
machinery increased by 30.0%, but the 
rate of advance slowed down compared 
with 66.2% of 1948. 


(1933—35=100) 


. Food 
General Min- Manufac- Ma- Chemi- Cer- Tex- Timber pro- 
index ing turing Metal chinery cal amics tiles ring cessing 


1946 Average 31.7 58.6 28.9 23.1 
1947 5) a, 416 78.1 37.2 29.2 
1948 a 57:5 100.0 52.5 51.7 
SAI NOSE earn 79.5 110.1 76.1 96,1 


30.5 
81.4 
135.3 
145.0 


30.8 1 
39.7 
57.6 
87.6 
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As to developments by month, in- 
dustrial production continued favour- 
able until April, when the index 
registered 77.2, the highest since the 
war, but after that it fell into a state 
of*complete stagnation. 

The declining trend appeared first in 
mining production, the index falling 
from 126.4 in March, and remaining 
almost at the level of that of last 
autumn, due principally to the decline 
in coal output which dropped from 
3,571,000 tons in March to 2,700,000 
tons in May, since when it has barely 
maintained the level of 3,000,000 tons. 

About a month later, a similar trend 
was witnessed in the manufacturing 
industries. The production index of 
mechanical engineering declined sharp- 
ly from 175.5 in April to 123.1 in Sep- 
tember. Rolling-stock production de- 
creased from 900 tons in April to 169 
tons in September, industrial machinery 
from 46,709 tons in March to 39,183 
tons in September, electric bulbs from 
23,120,000 in December last year to 
8,870,000 in September. Qn the con- 
trary, the metal, ceramic, chemical and 
textile industries developed favourably 


until September. The production of 
cement, sheet glass, rayon filament 
yarn, raw silk, cotton tissues, rayon 


filament tissues in September, caustic 
soda in August and sulphuric acid in 
July registered a post-war peak respec- 
tively. 

Generally speaking, the stagnant 
tendency after April 1949 in the indus- 
trial production, especially in mining 
and mechanical engineering, may be 
attributed to the deflationary trend 
resulting from the enforcement of the 
economic stabilization program, though 
it should be noted that the metal, 
ceramic and chemical industries have 
continued favourable. 

Accumulation of Unsold Stocks:— 
The accumulation of unsold stocks, and 
the increase of credit sales and accounts 
payable caused by the shrinkage of 
effective demand were the most im- 
portant problems in industrial produc- 
tion during 1949. According to an 
investigation made by the Ministry of 
Trade and Industry on the development 
of production and stocks of 800 com- 
modities, covering the period from 
October 1948 to April 1949, the stocks 
of principal commodities increased 
sharply during the period: coal by 12%, 
crude oil 88%, rolled steel 57%, gal- 
vanized sheet 68%, electrolytic copper 
248%, refined lead 41%, iron wire 
210%, electric wire and cable 20%, 
electrolytic soda 107%, bearings 87%, 
photographic cameras 159%, and mat- 
ches 72%. Commodities, the production 
of which was not affected by the in- 
creasing stocks, were only 30% of the 
whole. This unfavourable trend, which 
had been latent since the end of 1948, 
appeared markedly on the surface after 
April. According to another investiga- 
tion made by the Ministry of Trade and 
Industry, stocks showed a further ac- 
cumulation in June and July, as in- 
dicated in the following table. Those, the 
stocks of which exceeded one month’s 
output, were more than one third of 
the 137 commodities investigated, 
covering the whole field of consumer’s 
goods, of domestic goods and export 
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goods and textile goods. In spite of the 
considerable decline in the production 
of -machinery, miscellaneous goods, 
chemicals and textile goods in July, 
the increasing tempo of accumulation 
did not slacken because of the further 
contraction in effective demand. Of 
135 commodities, 72 showed a further 
increase in stocks. Although all indus- 
tries are not yet affected by abnormal 
stocks, those of electrolytic copper, 
rayon filament yarn, special rolled steel 
and aluminium, etc. may be regarded 
as abnormal. The decline in the pro- 
duction of matches, and special rolled 
steel, etc. was attributed to the oppres- 
sion from the stocks in factories. 

On the other hand, the stocks in 
factories of coal, fertilizer and textile 
goods were comparatively small, though 
those held by various. distribution 
public corporations, which purchased 
all these products, showed a marked 
increase, particularly stocks of coal 
held by the Coal Distribution Public 
Corporation (including those at har- 
bours) which amounted to 3,397,000 
tons in July, finally surpassing one 
month’s output by 3%. Stocks at 
mines in July were only 472,000 tons, 
or 14% of the output of that month. 
Therefore, with the abolishment of the 
Coal Distribution Public Corporation 
and price control on coal, the un- 
favourable affects of increasing stocks 
on coal production, which had been 
alleviated heretofore by the purchase 
of coal by the Public Corporation, ap- 
peared. Almost the same tendency 
was witnessed in the textile, particu- 
larly in cotton tissues. Stocks of the 
latter held by the Textile Trade Public 
Corporation in May totalled 480 million 
square yards, as against 104 million 
square yards in factories and 39 million 


square yards in the market. Total 
stocks of textile goods held by the 
corporation at the end of May were 


valued at 28.6 billion yen. 


Output of Leading Commodities in 1949 
1948 


Monthly 
average Jan. Oct. 
Coal (1000 tons) 2,810 2,947 3,138 
Electric power 
(million kw. h.) .. 2,644 2,937 3,139 
Pig iron (metric tons) 67,335 106,388 157,300 
Steel ingot ms 142,819 203,006 301,329 
Rolling stock (no.) .. 426 301 169 
Industrial machinery 
(Wie) in ton ceetae sone 33,663 41,349 39,183 
Electric bulbs (1,000) 14,962 21,050 8,871 
Sulphuric acid (tons) 78,846 81,341 119,992 
Caustic soda ( 5» )© 978,952; 11,695 12,895 
Cement (,, ) 153,605 188,140 324,710 
Sheet glass (cases) .. 142,461 185,003 282,142 
Cotton yarn (1,000 lbs.) 22,898 21,560 31,577 
Rayon filament yarn 
(25000 UE) aces ereail= 2,977 4,272 6,043 
Cotton tissue 
(1,000 sq. yards) 76,990 76,165 83,941 
Coal 
Production:—Coal output which 
showed a marked advance during 
the fourth quarter of the fiscal year 


1948 (Jan.—Mar. 1949) and registered 
a post-war peak of 3,576,000 tons in 
March 1949 continued to be active in 
the fiscal year 1949. Production during 
the first half of the year (April—Sept.. 
1949) totalled 18,810,000 tons or 99.6% 
of the target, an increase of 2,680,000 
tons compared with the corresponding 


period of the previous year. On the 
other hand, the demand for coal has 
gradually declined since the beginning 
of the year, especially after June. Con- 
sequently, coal sales declined and un- 
sold stocks increased markedly. How- 
ever, due to purchases by the Coal 
Distribution Public Corporation, the 
production of coal was not affected by 
the unfavourable market situation. The 
abolition of price and distribution con- 
trol and the dissolution of the public 
corporation in September severely 
affected coal mining through the free 
sale competition. Prices of low grade 
coal showed a marked decline, whilst 
those of good quality coal were firm 
due to continued activity in demand. 

The management of small and medi- 
um coal mines became difficult, due to 
low quality of coal, financially weak 
condition and inferior sales organiza- 
tions. Under these circumstances, coal 
output in October declined to 3,136,000 
tons or 87.7% of the target, the fall 
being most pronounced in the produc- 
tion of low-quality coal (less than 4,500 
calories). 

Development of Business Rational- 
ization;—Under the government pro- 
tection policy, the rationalization of 
coal mining had hitherto been rather 
neglected, but in anticipation of the 
abolition of government control and the 
resultant keen free competition, coal 
mining enterprises have commenced 
the rationalization of their businesses. 

(1) Labour efficiency — The total 
number of workers registered, which 
amounted to 457,476 in December 1948, 
declined to 396,919 at the end of Octo- 
ber, the ratio of underground miners 
to total workers advancing to 59.4% as 
against 56.9% in May. Thus, monthly 
output per worker increased to 7.8 tons 
in October as compared with 6.6 tons 
a year ago. 

(2) Consumption of raw materials 
—Considerable economy in the con- 
sumption of raw materials per unit 
product has been effected; i.e. steel 
consumption per ton of product declin- 
ed from 2.87 kg in the third quarter of 
the fiscal year 1948-49 to 2.27 tons in 
the first half of the current fiscal year. 

(3) Production cost — As a result, 
production cost per unit product has 
fallen, showing an average profit of 27 
yen per ton in June 1949 as against a 
deficit of 300 yen in December 1948. 

This rationalization will be further 
promoted by the intensified competition 
following the abolishment of govern- 
ment control. However, under the 
present financial condition of coal 
mining enterprises, fundamental ration- 
alization through improvement of the 
equipments will be difficult, as the 
financial situation became worse due 
to the restrictions of financial accom- 
modations by banking institutions, 
especially the suspension of loans from 
the Reconstruction Finance Bank. 


Electric Power 


Electric Power Generation:—Despite 
the winter dry season, the electric 
power situation during the period from 
January to March 1949 was rather 
favourable, because of the unusually 
good rain-fall and the increased coal 
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supply. Thus, total power generation 
during the above period reached 8,980 
million kw. h. or 27% more than the 
same period of 1948. 

From April to July, owing to favour- 
able rain-fall, hydro-electric power 
generation maintained the level of 3 
billion kw. h. each month, exceeding 
the planned volume with the resultant 


decline of thermal power’ generation. 
However, owing to the summer dry 
season, hydro-power generation de- 


clined sharply to 2,427 million kw. h. 
in August, the shortage being covered 
by the thermal power generation of 359 
million kw. h. With recovery of the 
water situation, power generation again 
increased after September, a high re- 
cord of 3.139 million kw. h. being 
registered in October. On the whole, 
hydro-electric power generation during 
the first half of the year 1959-50 (April 
— October) was rather favourable, 
amounting to 16,874 million kw. h. or 
5% greater than the same _ period of 
1948. In order, however, to meet the 
demand for electric power, . thermal 
power generation during the same 
period reached 1,278 million kw. h. or 
an increase of 54.7%. 


As mentioned, thermal 
eration has increased in 
under the present power 
having regard to the increase in the 
industrial production program, but 
there remain various difficulties in the 
promotion of thermal power generation. 
Although the coal situation became 
rather favourable, the full consump- 
tion of allotted coal for thermal 
power generation occasioned a _ loss 
to the power companies due _ to 
the low official rate. Moreover 
owing to the forced collection of un- 
paid accounts by the Coal Distribu- 
tion Public Corporation and the reduc- 
tion in loans to the electric power in- 
dustry, it became difficult to purchase 
all the coal allotted. Thus a revision 
of the official rate was earnestly re- 
quired. 


power gen- 
importance 
situation, 


Demand and Supply of Electric 
Power:— Electric power consumption 
during the fiscal year 1948-49 


amounted to 24,572 million kw.h.. If 
self-consumption power generation is 
added, the total would reach 28,910 
million kw.h. which exceeded by 7,600 
million kw.h. the average annual de- 
mands for 1935-37. Consumption in 
the first half of the fiscal year 1949- 
50 increased further to 13,629 million 
kw.h. or 138% more than the same 
period of 1948. Consumption for 
lighting and heating declined, whilst 
that of small enterprises increased, 
and that of mining and industrial use 
use remained almost unchanged. 
According to an investigation made 
by the Japan Electric Power Genera- 
tion and Transmission Co. Ltd., the 
actual demand in the fiscal year 1949- 
50 is estimated at 32,563 million 
kw.h., indicating a shortage of 11% 
on the average (24.2% for low-water 
season) under the present capacity. 
Even after completion of the Electric 
Power Five Year Plan, the generation 
capacity will be still smaller than ac- 
tual current demands, although the 
rate of shortage will decline to 0.3% 
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(12.4% in the dry 
in order to meet de- 
need to 
generation 


on the average 
season). Thus, 
mands, there is an urgent 
construct more power 
equipments. 

Under the Electric Power Five 
Year Plan, which started in the fiscal 
year 1949-50, 87 hydraulic power- 
plants with a capacity of 1,260,000 kw. 
and thermal powerplants with 46,000 
kw. are scheduled to be constructed. 
In. the prevailing financial state of the 
industry, it is, however, almost im- 
possible to raise such a huge sum of 
long-term funds necessary for the 
realization of this plan. Thus, it can 
be said that the realization of this 
plan depends largely upon the utiliza- 
tion of U.S. Aid Counterpart Fund. 

In the fiscal year 1949-50 an in- 
crease in capacity of 490,000 kw. 
hydro-electric power (at 32 places) 
and 240,000 kw. thermal power (at 8 
places) is scheduled in the plan, with 
14.5 billion yen of the U.S. Aid Coun- 
terpart Fund. However, the release 
of such fund was unavoidably delay- 
ed, and only 1,830 million yen were 
released on November 30th. Con- 
sequently, the exploitation plan will 
be materialzed in the coming year. 

Revision of Official Rate:— Under 
the government low ‘price policy, elec- 
tric power rates have always been 
decided at an extremely low level. 
The official rate revised in June 1948 
was decided at 1.80 yen per kw.h. far 
below the real generation costs. Con- 
sequently, the financial conditions of 
power companies became difficult, the 
deficit of the Japan Electric Power 
Generation and Transmission Com- 
pany amounting to nearly 3.3 billion 
yen in the fiscal year of 1948, which 
necessitated loans by the Reconstruc- 
tion Finance Bank. Under these cir- 
cumstances, the suspension of deficit 
loans affected the industry, neces- 
sitating a fundamental revision of of- 
ficial rate. 

The new rate was’ enforced after 
December 13th, the average rate being 
raised by 32% compared with the 
former level. Principal features of 
the revision were (1) enlargement of 
'regional difference, (2) establishment 
of a standard rate system and a power 
rate to be applied to consumption 
in excess of allotted quota. 


Iron and Steel 


Productioni— Iron and_ steel pro- 
duction showed a marked _ recovery, 
due mainly to the favourable imports 
of iron ore, coking coal, etc. the 
annual production in the fiscal year 
1948-49 reaching 1,000,000 tons of pig 
iron and 1,230,000 tons of steel (2.5 
times and 2.1 times the figures of the 
previous year). 

The annual target for ordinary steel 
for the fiscal year 1949-50 was decided 
at 1.8 million tons and actual produc- 
tion developed favourably during the 
year. 

First quarter (Apr.—June)—Ordinary 
pig iron production in this period 
reached 319,496 tons, or 11% above 
the previous quarter, this favourable 
result being attributable to the smooth 
imports of raw materials and the open- 
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ing of two furnaces. Production of 
electric pig iron was also satisfactory 
consequent on the favourable electric 
power situation. Thus, total pig iron 
production reached 363,801 tons (111% 
of the quarterly target). Ordinary steel 
registered a quarterly production of 
455,835 tons (118%), or an increase of 
20% compared with the previous quar- 
ter. Special steel output amounted to 
23,993 tons or 12% over the previous 
quarter. 

Second quarter (July—Sept.) — De- 
spite some stoppages of the furnaces, 
which affected considerably the pro- 
duction in August and September, pig 
iron output in this period amounted to 
394,439 tons, or an increase of 8% 
over the previous quarter. Ordinary 
steel also showed a favourable develop- 
ment, the quarterly output being 500,- 
000 tons, or an increase of 9.6% in 
excess of that of the previous quarter. 
However, reflecting the business de- 
pression, the production of special 
steel fell to 16,435 tons, registering a 
decline of 31% below the previous 
quarter. 

Third quarter (Oct.—Dec.)—Pig iron 
production advanced to a _ post-war 
high of 140,375 tons in November and 
ordinary steel continued to increase 
registering also a post-war peak of 
206,121 tons in the same month, whilst 
special steel production declined to 
3,952 tons in November. 

As mentioned, due to the smooth 
imports of raw materials, iron and 
steel production since the beginning of 
the year developed favourably, though 
the general business depression has 
already affected adversely the output 
of special rolled steel, which declined 
considerably in contrast to the increas- 
ing activity of ordinary rolled steel. 
As regards the latter, due to the gra- 
dual change in demands, a structural 
change in the product occurred, in- 
dicating a decline in importance of 
thick plate as against the advance of 
bar steel and thin plate, but, supported 
by the extremely low prices and the 
anticipation of a price revision, an 
overall decline in demand has not yet 
been observed. 

It is anticipated, however that the 
iron and steel industry cannot but be 
affected by the general business depres- 
sion, unfavourable overseas market 
conditions and the abolition of gov- 
ernment subsidies. A reduction in costs 
through business rationalization is 
therefore urgently required. 

Development of Business Rational- 
ization;—The operation rate of the 
existing furnaces advanced from 21.2% 
in March 1949 to 27.9% in July, and 
the output of pig iron per hour per 
worker from 4.9 kg in February to 7.2 
kg. in July. The operation rate of the 
production capacity in the steel rolling 
branch also advanced from below 30% 
in February to 33.9% in June, produc- 
tion per hour per worker also increas- 
ing from 1.3 kg. in January to 2.0 kg. 
in June. According to statistics com- 
piled by the Steel Association, labour 
costs per ton of products (Feb. 1948— 
100) which hit a post-war peak of 205 
in January 1949 thereafter declined to 
154 in August. 


1950 


During the period from January to 
August, the monthly output in terms of 
steel increased 29% from 280,000 tons 
to 390,000 tons, whilst the number of 


workers decreased by 1.8% from 
167,330 to 164,253, and the monthly 
average wage per capita declined 


by 1.5% from 11,400 yen to 11,227 yen. 
Curtailment of personnel has recently 
developed greatly. 

As regards technical aspects, the 
production method has been improved 
considerably under the advice and en- 
couragement of experts from the Unit- 
ed States. 

Reduction of Government Subsidies 
and the Resultant Price Revision:—The 
iron and steel industry has been sup- 
ported by government subsidies which 
amounted to 74.0 billion yen in the 
original budget for 1949-50 accounting 
for 10.5% of the total expenditure in 
the General Account and 36.0% of the 
total price adjustment expenses. Of 
this amount, 4.0 billion yen was sche- 
duled to meet the shortage of the 
previous year. The subsidies for the 
current fiscal year amounted to 70.0 
billion yen, which included 14.8 billion 
yen import subsidies for coal, iron ore 
and pig iron, 16.5 billion yen subsidies 
for coal destined for specified indus- 
tries, and 38.7 billion yen for iron and 
Steel products. Price subsidies per 
unit product reached 51.5% of the pro- 
ducers’ CIF prices without subsidies 
for pig iron and 48.0% for bar steel, 
or 86.7% and 78.0% of consumers’ 
prices without subsidies. 

A reduction of unit price subsidies, 
however, was already provided for in 
the original budget of 1949-50, anti- 
cipating more than a 10% reduction in 
production costs through raising the 
operation rate and business rationaliza- 
tion. 

However, SCAP’s memorandum issued 
at the end of July ordered abolishment 
of all subsidies for the industry by the 
end of March 1950, as a result of which 
the government decided to abolish all 
subsidies step by step and to revise the 
official prices of iron and steel. 

With the abolition of government 
control over coal which resulted in the 
cessation of price subsidies for coal 
destined to this industry, the govern- 
ment took the first step to revise their 
official prices on September 7th. The 
second price revision was made on 
October 24th, to meet the reduction of 
subsidies on imported coal and for pig 
iron for steel making. Thus, official 
prices of iron and steel have been rais- 
ed step by step, and a further reduc- 
tion in price subsidies and a resultant 
price advance in prices will greatly 
affect the iron and steel market. 

Market Condition:—Export — Export 
contracts since the beginning of the 
fiscal year 1949-50 developed favour- 
ably, reaching in the first quarter 
165,000 tons valued at 23 million dol- 
lars, but, as the importance of sterling 
areas gradually advanced, exports were 
heavily hit by the devaluation of the 
pound sterling. Export contracts con- 
cluded in October reached 31,000 tons 
valued at 96,000 dollars, but those for 
‘the sterling areas amounted to only 
353 tons. 
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Domestic market condition—Sales of 
ordinary rolled steel for domestic use 
increased greatly up to the end of 
June, but fell off.thereafter due to the 
general business depression. By indus- 
trial groups, those with large demands 
such as land transportation, vehicles, 
electric power, coal, etc. declined, 
whilst the demand for mechanical en- 
gineering, industrial raw materials 
advanced. However, the effects of the 
general business depression has not 
been so severe as in other industries, 
owing to the speculative buying in 
anticipation of an advance in official 
prices. 


Mechanical Engineering 


General:—The engineering industry 
which had already recovered to the 
pre-war level in the first half of 1948, 
except as regards machine tools, contin- 
ued satisfactory until April 1949. 
However, the inactivity in the machine 
tool branch with its inferior techniques 
must be considered abnormal and 


dangerous from the viewpoint of the- 


post-war rehabilitation of the industry. 
The Ministry of Trade and Industry 
established in July 1949 measures for 
the promotion of mechanical engineer- 
ing, particularly machine tools, bear- 
ings, forging machines, tools, etc., and a 
centralized production system was de- 
cided to be applied for machine tools, 
bearings, etc. 

Moreover, as mechanical engineering 
lost its autonomous structure by the 
wartime government policy, and, at the 
same time, as its nature makes it de- 
pendant on other industries, the 
deflationary tendency after the enforce- 
ment of the Dodge line has_ severely 
affected it. Hence, financial conditions 
became difficult and credit sales in- 
creased, actual demand showing a 
marked decline. Exports of machines 
also became inactive due to the world- 
wide depression, the establishment of 
a single exchange rate, the devaluation 
of the sterling, etc. Especially in the 
branch of machine tools, electric ma- 
chinery, communication instruments, 
rolling-stock, automobiles, there were 
many cases of suspension of operations, 
delay in payment of wages, dismissal 
of workers, etc. In order to endeavour 
to overcome difficulties, financial ac- 
commodations of equipment funds will 
be necessary, and, at the same time, 
the establishment of an autonomous 
mechanical engineering branch through 
sound business accounting, business 
rationalization and the organization of 
small and medium enterprises, are 
earnestly required. 

Machine Tools:—The production of 
machine tools which registered a post- 
war record of 826 units in January 
1949, turned to a decline due to the 
drop in demand from the government 
railways, which accounted for 50% of 
the total, following the reduction of 
government expenditure. The demand 
for special machine tools for the ship- 
building, automobile industry, etc. also 
fell off in anticipation of the release 
of machine tools resulting from the 
suspension of reparations. Financial 
conditions of the machine tool makers 
became difficult, and conversion of ‘pro- 


duction or suspension of operations 
were frequent. Exports to East and 
South Asiatic markets were inactive. 

Shipbuilding:—The number of~ steel 
vessels built, which totalled 329 of 
160,000 gross tons in 1946, 408 with 
100,000 gross tons in 1947 and 253 with 
170,000 gross tons in 1948, declined to 
129 aggregating 130,000 gross tons 
during the period from January to 
October 1949. However, as the build- 
ing of vessels of the 10,000 tons class 
was authorized under the fifth ship- 
building plan, the future of the indus- 
try is expected to be favourable. 
According to the fifth plan, the num- 
ber of vessels to be built is expected 
to reach 46 of 300,000 total gross tons, 
including 10,000 ton oil-tankers and 
large and medium-sized ocean cargo 
ships. The Mitsubishi Heavy-Industries 
will build 30% under the plan and 
other large ship-yards such as Hitachi, 
Mitsui, Harima, Kawasaki 50%. 

The financial condition of large ship- 
building companies also became diffi- 
cult, due to the suspension of loans by 
the Reconstruction Finance Bank, the 
abolition of government subsidies for 
steel plates, the reduction in the util- 
ization of the Counterpart Fund, etc. 
As to exports, costs became higher due 
to the establishment of a single ex- 
change rate, the devaluation of the 
pound sterling and the advance of 
prices of materials. 

Vehicles:—Production of railway cars 
during the fiscal year 1948 comprised 
97 steam locomotives, 25 electric loco- 
motives, 666 passenger cars and 5,721 
freight cars. These figures not only 
established a post-war record, but even 
surpassed the pre-war level. Orders 
for railway cars for National Railways 
have been decreased’ to 8 steam loco- 
motives, 148 passenger cars and 918 
freight cars, due to the contraction of 
expenditure. Plans for cars for private 
companies showed a marked increase 
to 25 locomotives, 14 electric locomo- 


tives, 426 electric cars, 12 passenger 
cars and 76 freight cars. An _ export 
contract was concluded for 679 cars 


with Siam and one for 40 cars for the 
Philippines. Another such contract for 
120 cars is now under negotiation. 
Under these circumstances, the pro- 
duction of railway cars in 1949 showed 
a big decline to almost half of the 
previous year. Manufacturers were 
severely affected and a large number 
of workers were discharged. Business 
rationalization and the elevation of the 
operation rate are earnestly required. 


Automobile production continued to 
decline month by month, except for 
small cars, consequent on the lack in 
demand, and the production curtail- 
ment caused by accumulation of unsold 
stocks. Truck body production was 
1,149 in October as against 1,802 in 
February. The quality of domestic 
cars in still far below that of the for- 
eign products, and an improvement in 
quality and reduction in cost must be 
effected. Exports showed a little im- 
provement, though still very slow. 
Export contracts were concluded with 
East and South Asiatic countries, 
Korea and South America. However, 
further expansion of exports will be 
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difficult without a lowering of the cost, 
under the present yen exchange rate. 

Electric Machinery and Communica- 
tion Instruments:—Owing to the inac- 
tivity in other related industries, the 
output of electric machinery showed in 
general a declining tendency. Light 
electric machinery was also affected 
by a decline of effective demand; elec- 
tric heaters for household use were 
also in over production. Exports of 
electric machinery consisted of electric 
motors, transformers, dry batteries 
electric bulbs, bulbs for Christmas use, 
for Korea, China, Hongkong, Philip- 
pines, Malaya, the United States. Plans 
for 1949 envisaged a total of 16.8 billion 
yen, though actual results were not 
favourable because of the accumulation 
of unsold stocks. A reduction in costs, 
the acquisition of new markets, finan- 
cial accommodation for unsold stocks, 
ete. are necessary. 

The communication instruments in- 
dustry, which had already been affected 
by a decline in demand, by an increase 
of credit ‘sales and the advance in cost 
of materials, since the autumn of 1948, 
suffered severely in 1949 by the defla- 
tionary tendency, especially after the 
enforcement of the Dodge plan. As 
90% of the demand for wire com- 
munication instruments is destined. for 
government institutions, the reduction 
in expenditure had a depressing effect 
on industry. The production of tele- 
phone apparatus declined to 14,000 
units in March 1949, but recovered to 
17,000 in June. Wireless communica- 
tion instruments were also affected by 
the decline in demand due to the re- 
duction in government expenditure, the 
fall in shipbuilding and general mone- 
tary stringency. Stocks of radio ap- 
paratus increased to 32,000 units in 
June 1949 from 13,000 in October 1948; 
those of vacuum tubes from 250,000 to 
2,500,000. Production of radio appara- 
tus declined to 57,000 units in August 
1949 as against the expected 70,000, 
and that of vacuum tubes fell to 840,000 
in August. Exports were valued at 93 
million yen in 1948 as against 229 mil- 
lion in 1947 and 38 million in 1946. 
No. marked improvement was witness- 
ed in 1949. An expansion of exports 
can be realized, it is considered, by 
elevation of quality, reduction in 
cost and improvement in efficiency. 

Other Machinery. — The output of 
industrial machinery such as prime- 
movers, machinery for the chemical, 
mining and steel industries, which 
started to decline from December 1948, 
was severely depressed in 1949 by a 
fall in the effective demand, the decline 
being most pronounced in mining ma- 
chinery. The total production value of 
industrial machinery dropped to 2.5 
billion yen in September 1949 as against 
3 billion yen in January of the same 
year. Though production declined 
markedly, repair work and demand for 
parts continued to increase, reflecting 
the financial difficulties of industrial 
companies. 

Production of spinning machines, 
which amounted to 500,000 spindles in 
1948, was expected to reach 900,000 in 
1949, but owing to the inactivity in 

- exports and the financial difficulties of 
makers as well as spinning companies, 


FAR EASTERN ECONOMIC REVIEW 


ee ia VE ee 


that of spinning machines declined to 
1,974 units in September 1949 as against 
5,874 units in February of the same 
year. 


Textile Industry 
Characteristics of Production and 
Supply Program:—Various measures 


taken in 1949 for the textile industry 
are directly manifested in the quarter- 
ly production program for the year: (A) 
The planned volume showed a remark- 
able advance up to the third quarter 
(July-Sept.), but somewhat declined in 
the fourth quarter; (B) The ratio of 
distribution between exports and 
domestic consumption was _ reversed 
from 6:4 in the second quarter to 4:6 
in the fourth quarter; (C) Of the dis- 
tribution for domestic consumption, the 
quarterly ratio of textile for clothing 
advanced from 15-20% of total volume 
to 30% in the fourth quarter, showing 
a marked increase in quantity. The 
rise and fall of the production pro- 
gram reflect the following factors: In 
the second quarter, a single exchange 
rate was established, import and export 
subsidies were abolished and the so- 
called Dodge line, emphasizing the 
necessity for domestic austerity and an 
increase in exports formulated. In the 
fourth quarter, despite a decline in 
the production of export goods due to 
the inactivity in export trade and the 
accumulation of stocks, a reduction in 
costs by the elevation of operational 
rate was attempted. 

Production Development:—The 
monthly production generally increased 
in the first half of 1949, but was sta- 
tionary in July-August in anticipation 
of the elevation of the planned volume 
for the domestic market, the production 
turned to increase in September, with 
tissues in particular increasing. Gov- 
ernment control over textile goods was 
mostly lifted. Following the abolition 
of production control over export tex- 
tile goods in February, the control 
(including price control) of cocoons, 
raw silk and silk tissues was lifted in 
March, and, at last, the control of al- 
most all textile goods, except cotton 
and woollen goods and rayon staple 
goods was abolished with some price 
exceptions in September. Production 
especially in the chemical fibre and 
woollen branches developed favourably, 
as the elevation of operational rate 
was_regarded as the principal factor 
for reducing costs. The aggregate pro- 
duction during“ the first ten months of 
1949 amounted to nearly 520 million 
pounds in yarns, or a 35% increase in 
the monthly average, and 1,150 million 
square yards in tissues, or an increase 
of 15% in the monthly average. In 
view of the fact that the increase in 
production of tissues was smaller than 
that of 1948, and that the production 
in 1947 showed a marked advance, the 
production of tissues in 1949 can be 
said to be rather stagnant. By com- 
modities, the output in the chemical 
fibre, woollen and jute, hemp branches 
registered a bigger advance than the 
average, whilst that in the silk and 
cotton branches showed a smaller in- 
crease. Consequently, the relative 
importance of the silk and cotton 
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branches declined, whilst that of chemi- 
cal fibre, woollen and hemp advanced 
markedly. 

The supply of raw cotton, wool and 
other imported materials is expected to 
increase in 1950, and the importance of 
exports of manufactured goods will be 
augmented in order to secure import 
funds. From this point of view, con- 
stant efforts to increase effective de- 
mand from overseas markets, and the 
conclusion of trade agreements with 
various countries are earnestly requir— 
ed. 


Chemical Industry 


General Survey:—The chemical in- 
dustry has shown a marked develop- 
ment since the beginning of 1948, due 
to the favourable material and power 
situation, the smooth arrival of import- 
ed raw materials and the progress of 
equipment rehabilitation. Even in the 
period of economic stagnancy after the 
opening of 1949, a comparatively 
favourable tone continued in the in- 
dustry, due to the fact that the effective 
demand still left some reserve in the 
chemical industry as compared with 
others. Particularly, heavy chemicals, 
which had been backward as compared 
with light chemicals before the war, 
made great progress after the termina- 
tion of hostilities, as the post-war 
reconstruction policy was concentrated 
in this branch centralized around fer- 
tilizers. The light chemical industry 
is not out of a stagnant state as yet, as 
behind its activity still lie many un- 
healthy factors, which do not permit 
an optimistic view for the future. 
Moreover, it must be noted that pro- 
duction became stagnant after hitting 
a peak in May-June. In particular, 
the light chemical industry has followed 
this tendency since March and the 
gradual increase of unsold stocks has 
oppressed production, due, of course, 
to the decrease in demand _ resulting 
from the inactivity in exports and the 
general business depression. This ten- 
dency was most conspicuous in such 
branches as dyestuffs, caustic soda and 
celluloid, directly connected with ex- 
ports, not to mention the blow inflicted 
on the fertilizer and soda branches by 
the pressure of stock piles and the 
abolition of subsidies, general monetary 


stringency and the price advance of 
imported raw materials due _ to 
the establishment of a single ex- 


change rate which have 
foundation of management of the 
chemical industry. In order to meet 
these difficulties, rationalization through 
concentrated production was adopted. 
Its purpose was to cope with the nar- 
rowing markets by restricting supply 
and to the optimum technical unit by 
concentrating scarce raw materials, so 
as to elevate the soundness and inter- 
national competitive power of the en- 
terprises from the side of materials 
and prices. There are various difficul- 
ties in the way from the control to free 
transactions, and a_ solution of the 
problem of medium and small scale 
enterprises and the exploitation of 
overseas markets are most important. 

Chemical Fertilizer:—As a result of 
the extra-priority, production improved 


affected the 
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to 92% of the pre-war peak in sul- 
phate of ammonia, 105% in calcium 
cyanamide and 76% in superphosphate 
of lime. The supply of coal, electric 
power and sulphate ore, which was 
formerly a bottleneck, has been greatly 
improved. The effective demand is 
still in advance of supply capacity, but, 
in order to meet the reduction or aboli- 
tion of the government subsidies and 
to promote international competitive 
power, rationalization is indispensable. 

Soda:—Although 1948 was a bright 
one for this branch with a favourable 
situation of raw materials and exports 
of caustic soda, etc., the year 1949 was 
dull due to the marked increase of 
stocks of caustic soda, the abolition of 
government subsidies and the importa- 
tion of 10,000 tons of Magaji natural 
soda ash, etc. However, on the other 
hand, the demand for chloric bi- 
products of its electric process and soda 
ash from the ammonium process was 
more and more active. In order to find 
a way out of these difficulties, a reduc- 
tion in costs through the efficacious 
utilization of salt, which accounts for 
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57% of the total costs in soda ash, 39% 
in caustic soda by the electric process 
and 44% in caustic soda of the am- 
monium process, is required. At the 
same-time, the promotion of exports, 
the joint management of ammonia 
process factories with the manufacture 
of amonium chloride and priority in 
manufacturing products in big demand 
will also be considered. 

Coal-tar:—With the increase in the 
supply of coal, this production has: also 
increased since 1948, and over-produc- 
tion is anticipated, because of the over- 
supply of pharmaceutical products and 
inactivity in dyestuffs which is the 
biggest commodity ‘in demand. The 
dyestuff branch has’ been restored by 
the priority system since 1948 for the 
manufacture of high class export goods, 
and the production capacity recovered 
to 1,536 tons (monthly) in March 1949, 
but owing to the inactivity in the tex- 
tile industry, unsmoothness in exports 
and the pressure from imported dye- 
stuffs, increased stock piles (excluding 
some special goods) are suppressing 
production. 


Organic Synthetic Chemicals:—No 
remarkable activity could be seen in 
this branch due to stagnation in the 
production of plastics, and further de- 
velopments are being watched with 
keen interest, though it will take still 
much time to attain the highly deve-: 
loped American standard. The pro- 
duction of metyl alcohol in 1948, for 
instance, was only one forty-fifth of 
that in the United States. 

Celluloid:—This product was rather 
stagnant on account of the inactivity 
in exports. The promotion of exports 
will not be an easy task particularly in 
view of the competition with foreign 
plastics and the loss of the China 
market, 

Paint:—Of the main raw material for 
paint (oil and fats), 80% has to be im- 
ported, and the production of paint 
remained at a low level due to a mate- 
rial shortage, despite the strong effec- 
tive demand. Although actual produc- 
tion is only one fourth of that of the 
pre-war period, production capacity 
has already surpassed the pre-war 
level, which necessarily brings about a 
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BANKING 


Deposits and Loans: As of the end 
of November, 1949, deposit balances in 
various banks totaled 53 billion won, 
an increase of 200 million won over 
the previous month’s, while loan 
balances reached 68 billion won; an 
increase of 14.4 billion won. Deposits 
were smaller than loans in Nevember, 
but it is expected that, with the begin- 
ning of the new year, deposits will 
substantially increase with recovery of 
rice purchase funds and as a result of 
the national savings drive. Principal 
funds released during the month were 
the rice purchase and ECA supply 
funds; cotton, electric power and coal 
funds also released in considerable 
amounts. 


very low operation rate and high costs. 
It is, therefore, natural that rational- 
ization through concentrated production 
is projected in this branch of industry. 

Rubber:—Excluding tyres and tubes 
for automobiles and bicycles, unsold 
stocks are increasing as a result of the 
export stagnation and inactivity in 
home demands. Although production 
capacity has attained to 10,370 tons 
(monthly), the operation rate is only 
10-20%, excepting for some few com- 
modities such as automobile tyres, etc. 
A reduction in costs and improvement 
of quality through concentrated pro- 
duction have been adopted. A change 
in the variety of product and extension 
= overseas markets are urgently need- 
ed. 

Conclusion:—Even though innumber- 
able difficulties lie in the path of the 
chemical industry, as Japan has to 
depend so much on its export trade, 
the promotion of the chemical industry, 
with its great possibilities of earning 
foreign currency and its superiority 
technically over other Oriental coun- 
tries, is essential, though further tech- 


nical improvement is a fundamental 
need. 


Currency Circulation: The urgent 
demand for cash to meet requirements 
of the unusually rapid purchase of rice 
by the Government, as well as release 
of tobacco-purchase and other impor- 
tant industrial funds, resulted in 
financing through new currency issue. 
As a result, the currency issue as of 
the end of December showed an 
crease of 13.8 billion won, the average 
currency issue of the month being 58.5 
billion won, an increase of 6.9 billion 
won over the previous month’s. As the 
greater part of those funds have been 
scattered among rural districts, the 
medium-small enterprises in urban 
centers have not been able to ease their 
stringent financial conditions. The 
price indexes, reflecting the rapid cur- 
rency expansion, continued their up- 
ward trends. 

GOVERNMENT FINANCE 

The Provincial Tax Law and three 
other laws concerning the Government 
bond issue, passed by the National 
Assembly on November 30 and Decem- 
ber 3, respectively, became effective 
during December. The statement of 
accounts of government finance of fiscal 
year 1948, prepared for submission to 
the second ordinary session of the 
Assembly convened on December 20, 
still is under deliberation by the Board 
of Audit. 

On the other hand, several tax laws 
and the second supplemental budget of 
14.6 billion won were not passed by the 
fifth special session (which closed early 
in December), and the budget for next 
fiscal year, which was to be submitted 
at the beginning of the second ordinary 
session, still is under preparation. 

Government Bond: Three laws con- 
cerning Government Bond (Law No. 
75-77) include Government Bond Law, 
i.e., general ‘egulations on government 
bond issues; Revenue Supplementary 
Government Bond Law, which permits 
issue of bonds totaling 10 billion won 
in order to supplement revenue in fiscal 
year 1949; and Government Bond 
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Special Account Law, which establishes 
a special account for bond proceeds. 
These laws were promulgated on 19 
December. The bonds will generally 
be issued unregistered in order to secure 
their. free negotiability but, if desired 


by holders, they will be issued in 
inscribed\or registered. 
Provincial Tax System: The new 


Provincial Tax Law, which passed the 
Assembly on November 30 and became 
effective on December 22 as Law No. 
84, was aimed at reforming the pro- 
vincial tax system. But it did not 
constitute a thoroughgoing reformation, 
simplya provisional measure to adjust 
the unreasonable system imposed under 
Japanese rule to current conditions in 
Korea. The Military and Interim 
Governments had merely revised the 
tax rates. 

According to the former system, dif- 
ferent basic laws were applied to the 
various local organizations. In the new 
system, they are unified in a single 
basic law. Household tax rates are 
lowered and house and restaurant tax 
rates are raised: 

Statement of Government Finance of 
1948: The first settlement of accounts 
of government finance, covering the 
period from October 1, 1948 to the end 
of March, 1949 contains the following 
items: 

Revenues (million won) 


A Estimated Assessed Receipts 
Ordinary Account 30,039 34,271 30,848 


Special Account 24,292 .1,967 883 
Total 54,331 36,238 31,731 
Expenditures 
Estimated Defrayed 
Ordinary Account 30,039 30,046 
Special Account 24,292 1,685 
Total 54,331 31,731 


‘Trends of Treasury Money: During 
the month of November, treasury de- 
posits reached 11,525 million won, in- 
cluding 4,937. million of ordinary in- 
come plus receipts from ECA supplies. 
On the other hand, total expenditures 
reached 12,056 million, including a 
decrease in U.S. official deposits. The 
balance at the end of the month 
showed 531 million won in excess of 
expenditures. 
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AGRICULTURE 


Investigation of real Conditions of 
Farm Houses completed: Preparations 
are under way for land reform, which 
has been a standing question since 
liberation. Investigation of real con- 
ditions of farm houses to secure basic 
data for implementation of the land 
reform program has been completed. 
This investigation used the report sys- 
tem, so exhaustive results may not be 
expected. But returns should provide 
valuable information considering that 
it was the first nationwide investiga- 
tion since the May 1949 census. As a 
result of this survey, the number of 
farm houses in South Korea was 
estimated at 2,483,833 and the farming 
population, 14,416,365, or 71% of the 
total population of South Korea. The 
land under cultivation totaled 2,070,574 
chungbo, including 1,236,559 chungbo 
of rice field. According to this calcula- 
tion, the arable land for each farm 
house averages 8.37 tan. The land to 
be purchased during the land reform 
program was estimated at 601,137 
chungbo, 29% of all arable’ land. (10 
tanbo=1 chungbo=2.451 acres). 

Rice Purchasing: Govt purchasing of 
rice has made smooth progress. As of 
29 December, 1949, the amount: pur- 
chased reached 3,078,260 suk, 87.9% 
of the goal. The original program en- 


visaged the purchase of 90% by the 
end of December last year. 
Purchasing of Straw Goods: The 


original straw goods purchasing pro- 
gram, in which 23 million straw bags 
and 4 million kwan of rope had been 
expected to be collected through the 
Agricultural Association, was not im- 
plemented because of lack of the neces- 
sary funds. But anticipating an 
undesirable effect from this abolishment 
of the program, the Federation of 
Financial Associations, the greatest 
user of straw goods, began to purchase 
them when the President indicated that 
users should purchase directly from 
producers. The Federation of Finan- 
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cial Associations thus. was authorized 
to deal in straw goods in addition to 
fertilizer and grain. 

Collection of Raw Cotton: As of the 
end of December the collection of raw 
cotton aggregated 20,002,085 kun, re- 
presenting 67% of the original goal of 
30,200,000 kun. The purchasing price 
was increased at the request of the 
National Assembly; consequently, the 
amount of cotton cloth required as in- 
centive goods was increased to 332,000 
pil from 265,000. At the end of 
December, only about 100 thousand pil 
of cotton cloth had been allocated for 
the program as only 900 million won 
in funds were appropriated. The tex- 
tile industry in South Korea is suffer- 
ing from a shortage of raw cotton, and 
successful collection would have a 
great influence upon this industry. 

Fertilizer: Between liberation and 
July 1949, 930,000 metric tons of aid 
program were imported from US. 
About 600,000 tons of fertilizer are due 
in 1949-50, and Korea has another 100,- 
000 tons of stocks on hand. Fertilizers 
imported up to now comprised a one- 
to-one ratio between nitrogenous and 
phosphate fertilizer, while farmers in 
South Korea were demanding more 
nitrogenous. New stocks to be import- 
ed will be composed of nitrogenous, 
phosphate and potassium fertilizer in 
the ratio of 2-0.8-0.2 respectively. 

Considering that the ECA aid pro= 
gram will be terminated no later than 
July, 1952, the necessity for Korea 
becoming self-sufficient in fertilizer is 
urgent. Fertilizer is indispensable for 
agricultural production which contri- 
butes 70% of the national income. 
Proposed establishment of the Korean 
Chemical Fertilizer Co., therefore, is a 
particularly important problem. 


MINING 

Increasing Coal Production: Total 
coal production during November was 
more than 109,000 tons, an increase of 
25,000 tons over the previous month. 


Whasoon, Hambaik and Unsung mines 
showed the highest rates of increase; 
the other government-owned coal 
mines also showed upward trends. 

As importation of foreign coal had 
been stopped since July, 1949, the sup- 
ply of bituminous coal on hand was 
insufficient to meet demand. But in 
November, 43,432 tons of bituminous 
coal were imported and the new im- 
port program is still going on. 

Finance for Mining Development: 
Mining Development Company, in 
addition to its three-year mining bud- 
get of 13.6 billion won, has established 
an urgent program for mining develop- 
ment with costs estimated at about 
4,490 million won. In view of current 
mining conditions, the urgent necessity 
of financing development is unques- 
tionable. However, in view of the 
currently dangerous financial condition 
of the country, it will be impossible 
to finance such a large project. 

Increased Gold Price and Gold Pur- 
chase: The Finance Minister on 
November 11 announced a final decision 
on the gold purchasing price which had 
been the subject oflong controversy 
between the Ministry of Commerce and 
Industry and the Ministry of Finance. 
The Finance Minister’s statement 
included the following steps designed to 
encourage gold production and speed 
up government collection of gold: 

1. The government will extend as 
much assistance as possible in financ- 
ing gold production and supplying 
materials needed in gold production. 

2. The price will be 506 won per 
gram and the balance between the 
official price and the current quotation 
will be redeemed with indemnities for 
production which will be determined 
and announced at different times. 

3. The current quotation as referred 
to herein does not indicate the private 
trading price in the city but is the 
result of the application of the Won- 
Dollar exchange rate to the gold price 
in the United States. The level of 506 
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won per gram will form the basis of 
the price decision in which the pro- 
duction cost and economic conditions 
in the country will be taken into 
account. 

4. In order to simplify government 
collection of gold, the Mining Develop- 
ment Company will be designated as 
the purchasing agency in addition to 
the Bank of Korea. 

5. Smuggling of gold and_ secret 
trade in it should be strictly controlled. 

6. Until the purchasing price and 
production indemnity are determined, 
an amount of 2,1000 won including 506 
won as the purchasing price and 1,594 
won as the production indemnity will 
be paid on a temporary basis. 

These measures were put into force 
as from November 11. While gold pur- 
chase is proceeding, the gold price on 
the city market is rising. As of 
November 5, the city quotation stood at 
8,200 won per don but it jumped to 
9,200 won on November 12, 9,700 won 
on November 19, and 11,000 won on 
December 5. If the difference between 
the purchasing price and the market 
price is too great, the government pur- 
chase program will naturally not be 
successful. 


INDUSTRY 


Winter Power Production: The re- 
cent electric shortage has been acute 
and has exerted considerable influence 
on the national economy. Moreover, 
the electric shortage became greater in 
Winter owing to low water levels re- 
striecting hydro-electric power produc- 
tion. 

The average power production in 
December, 1948, was reduced to 42,500 
KW, which was only one-third of 122,- 
000 KW, total power needed. The 
Government has taken emergency mea- 
sures by repair of Yungwol power 
plant, promotion of power ship’s capa- 
city and establishment of Mokpo plant 
in order to supply the least power 
demand. Water dearth in Winter 
season, however, has caused to decrease 
hydro-electric power production, and 
so the power production in early Octo- 
ber “as reduced to 60,000 KW. It 
made it difficult to supply electric power 
not only to ordinary houses but to fac- 
tories. Authorities concerned made a 
plan to secure 85,000 KW as Winter 
electric power at a cost of 1,170 million 
won. The essential point in the pro- 
gram is development of Yungwol plant. 
Coal demand in the plant program 
reaches more than 240,000 tons. These 
240,000 tons of coal are to be supplied 
as follows: (1) 178,500 tons from 
Yungwol and Hambaik coal mines, by 
supplying 850 tons per day till the end 
of March, 1950. (2) 105,000 tons from 
Samchuk (45,000 tons), Hwasoon 
(45,000 tons), Eunsung (15,000 tons), 
and Munkyung (15,000 tons) coal 
mines. 

283,500 tons of coal are to be supplied 
to Yungwol plant. The coal to be 
supplied by the program is to be carried 
to Chechun by ttrain and then to 
Yungwol plant by truck. More than 
80,000 tons of coal had been supplied 


by early December in this way. 
Accordingly the production of Yungwol 
Plant, which was only 20,000 KW, 
reached recently 50,000 KW and more, 
exceeding the goal of 44,000 KW. 


The average power production at 
Yungwol in November reached 42,767 
KW and in December 42,296 KW, which 
can stand comparison with the highest 
production in 1941, 40,100 KW, and the 
yearly average production, 40,000 KW. 
It can generally be said that Winter 
power production program has _ been 
relatively successful. It, however, must 
be carefully considered that if over- 
working of the dynamos should occur 
accidents and damages to the dynamos 
themselves may result. Therefore, the 
authorities concerned are asked to 
supply electric power effectively by 
strengthening proper electric consump- 
tion regulations and by making funda- 
mental electric power production plans. 

Emergency Raw Cotton Supply: Tex- 
tile industry has made great progress 
owing to the effort of the authorities 
concerned, the relatively favorable 
supply of ECA-imported raw cotton 
and electric power, while most other 
industries have suffered from many 
bottlenecks. 

The cotton fabric production, which 
reached only 50,000 pil (1 pil=40 yds) 
in January 1949, increased to 165,000 
pil in October, 180,000 pil in November 
and 210,000 pil in December. 

The raw cotton holdings of factories, 
however, are very low at present and 
all stocks will be consumed by the end 
of January, when the factories will be 
forced to close. Yungdungpo Factory 
of Korea Spinning Co., which produced 
more than one-third of the total pro- 
duction in Korea, now is operated with 
fewer spinning machines due to the raw 
cotton shortage. 

Only 20,000,000 kun out of 30,000,000 
kun, this year’s raw cotton collection 
target, had been collected by the end 
of December; it will take more than 
three months to distribute these among 
factories after ginning. It is expected, 
therefore, that all factories will face a 
crisis in February. 

Ulsan Refinery: Ulsan refinery was 
about 70% completed before liberation. 
It is the only refinery in South Korea 
able to refine crude oil. Its capacity 
is 200,000 tons yearly. Though it had 
been decided to convert it to an alcohol 
factory by the Military Government, 
after establishment of the Republic of 
Korea, the authorities decided to com- 
plete construction and make it govern- 
ment-owned refinery. 

The authorities allocated 260 million 
won in the budget and started con- 
struction work on October 1, 1949. The 
construction has now progressed about 
40% and is projected to be finished by 
the end of February, 1950. Production 
should start in early April. The 
estimated production of the refinery 
will reach 100,000 tons in the first year 
and 240,000 tons in 1951. The increase 
will result from expansion of equip- 
ment. The refinery should be able to 
supply all oil needed in South Korea 
and the cost of oil imports. 
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Increase in Copper Price: The Com- 
merce and Industry Ministry has _ in- 
creased the selling price of copper from 
165,000 won to 477,000 won per ton 
effective in October. The past price 
was fixed in June, 1948. The produc- 
tion cost soared since then and _ the 
refineries complained of extreme diffi- 
culties in making both ends meet. The 
Ministry at one time thought of grant- 
ing production subsidies but finally 


increased the selling price by about 
three times. 
Crisis in Chemical Industry: The 


stringent power situation is adversely 
affecting all fields of production, but its 
effect on the chemical industry is almost 
fatal. The Ministry of Commerce and 
Industry planned to allocate 7,000 KW 
to the chemical industry, including 
5,000 KW to the Buksam Chemical 
Company. But to meet the needs of the 
paper, rubber and fat industries, the 
Ministry stopped power supply to the 
Buksam Company temporarily in 
October. At present, chemical industry 
plants in South Korea total about 300 
and even 7,000 KW are not be sufficient 
to operate them. 


FOREIGN TRADE 


Foreign Trade in 17949: Korean 
foreign trade, both. volume and value, 


has shown considerable progress by 
virtue of E.C.A. aid during 1949. 
Exports, by value, cumulative 1 


January to 30 November, 1949, reached 
9,559,050,000 won (private, $8,555,000; 
Government, $4,122,000). Imports for 
the same period were  13,882,200,000 
won (private, $14,958,000; Government, 
$862,000). In addition, US-financed 
imports were 50,208,000 won, equivalent 
to $110,908,000. 

Korean-Japanese Trade: Resolutions 
passed at the interim Trade Conference 
between the Republic of Korea and 
Occupied Japan on 14 October, 1949, 
were Officially recognized by SCAP on 
10 December, 1949. The agreed 
amount of trade between the two coun- 
tries is 81,981,000 US dollars, an in-- 
crease of 4,000,000 dollars compared 
with the April agreement. Adverse 
balance $21,393,000 will be financed 
with US aid. 

The interim meeting is expected to 
stimulate private trade and_ simplify 
trade proceedings. 

Problem of Petroleum Import: Short— 
ly after the problem of purchasing coal 
from Japan with Korean Government 
holdings of foreign exchange occurred, 
E.C.A. told Korean Government that 
procurement authorization of petroleum 
would be excluded from ECA fund. 
Korean Government authorities are 
negotiating with ECA delegation now 
not to exclude petroleum from the aid. 
Otherwise more than $9,000,000 will be 
needed for purchasing petroleum, 
which is one of the most urgent items. 
for maintaining both national defence 
and public peace. It is understood 
that ECA excluded petroleum including 
gasoline, because the ECA fund should 
be spent not for consumer goods but 
for industrial rehabilitation and recon- 
struction only. Although petroleum is 
a vital item for maintaining national 
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peace, it is not overlooked that petro- 
leum has been wasted in such non- 
essential uses as civilian transportation. 
A basic principle of ECA aid is that 
countries should require a decreasing 
amount of ECA dollar as their econo- 
mic recovery progresses under the US 
foreign economic assistance. 

Foreign Exchange Auction: The 
foreign exchange auction system was 
put into practice on November 12. Up 
to November 14, the United Nations 
Commission offered $500 for sale at 
the rate of 1,600 won, the government 
$200,000 at the rate of 900 to 950 won 
and the Foreign Exchange Bank 
$212,600 at the rate of 950 won. The 
lowest bidder was the Tonga Trading 
Company who bid 485 won, the next, 
the Chosun Industrial Development 
Company, 500 won, the Yuil Trading 
Company, 700 won and the _ highest 
bidders, the Yunghwa Industrial com- 
pany bid 1,900 won and the Kwangduk, 
2,000 won. The United Nations Com- 
mission was excluded from the dealing 
and the amount of dollars that were re- 
leased reached $412,600. The bidders 
totaled 33 and their demand aggregated 
$611,400. 

Korean-Japanese Trade and Export 
of Marine Products: Korea has to find 
overseas markets for its marine pro- 
ducts. Japan is regarded as an im- 
portant potential market for these pro- 
ducts. Japan, however, is enforcing 
strict control over the importation of 
consumption goods, which has been the 
source of constant trouble in the 
Korean plan to export its marine pro- 
ducts to Japan. The interim confer- 
ence on the Korean-Japanese trade was 
opened in Seoul on October 5. The 
arrangements made during this confer- 
ence have not yet been ratified or made 
public. It is understood, however, that 
the list of marine products to be ex- 
ported that was presented by the 
Korean delegation has been incorporat- 
ed into the trading program. 


COMMUNICATIONS 


Railroad: The number of passengers 
earried by railroad during November 
1949, was 6,430,795. Railroad receipts 
were 2,032,432,000 won and expendi- 
tures were 1,634,569,000 won. Rail 
movement of cargoes during November 
reached 486,469 metric tons, of which 
aid cargoes occupied first rank, 215 cars 
(5,982 metric tons) for the last week 
of the month. 

So that transportation bottlenecks 
would not increase grain prices, addi- 
tional freight cars have been connected 
to every train to move food at nominal 
fees since 20 December. 

Street-Car: As a result of efficient 
repair of street-cars, 160 cars have 
been running in Seoul since 26 Decem- 
ber, 1949. 

Other Vehicles: The number of 
automobiles in Seoul are about 1,740. 
Besides more than 3,000 vehicles in- 
cluding trucks are running. : 

Most of them are getting their oil in 
the black market except Government 
and military cars. The amount of oil 
acquired through illegal channels total 
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Economic Developments in the Philippines 


Early estimates of Philippine foreign 
trade in 1949 have been revised by 
the Bureau of Customs. The latest 
tentative figures, in thousands of pesos 
(1 peso=$0.50), with final figures for 
the two preceding years, are as follows: 


Philippine Foreign Trade 


1947 1,022,701 531,097 491,604 
1948 1,136,410 638,410 498,000 
1949 1,190,753 521,258 669,495 


560 DM per day and 1,176 million won 
in value per month. 

Gasoline is available now 
through ECA and it should not be 
allocated for use of private traffic. 
Furthermore, secret buying and selling 
of gasoline will cause further price 
rises. The use of substitute-fuels must 
be realized as soon as possible. 

Transshipment: Water transshipment 
of ECA aid and domestic cargo from 
major ports in South Korea _ during 
November totaled 12,819 metric tons 
(ECA aid 8,331, domestic, 4,438). 

Passenger fleet operation including 
the islands of Cheju and Ullung during 
the same month is as follow; assigned 
ships 6, passengers carried 4,941, cargo 
moved 1,488 metric tons. The purchase 
of a land-sea ticket at any rail or port 
office avails the traveler of passage to 
almost any point in South Korea. 

Coal stockpiled for water movement 
from the ports of Pusan, Masan, Yosu 
and Inchon totaled 35,734 metric tons 
as of 30 November 1949. 

Regular Shipping Line between Korea 
and Formosa: Chinese ships ply re- 
gularly between Formosa and Korea. 
The first ship left Formosa on October 
2 carrying 500 tons of coal and 1 ton 
of liquid medicine. 

Civil Aviation: The Korean Aviation 
Company has inaugurated a return trip 
between Seoul and Pusan as from 
November 1 and trips between Seoul 
and Kangnung as from November 10 
by using three transport planes that 
have been imported from the United 
States. 


only 


The imbalance in trade has steadily 
mounted, increasing 36 percent in the 
last two years. 


Data released by the Central Bank 
show that the bank’s international re- 
serves declined from US$#400,000,000 
on December 31, 1948, to 225,000,000 
on December 9, 1949, the date of 
imposition of exchange controls. The 
reserves, increasing to $230,000,000 on 
December 31, declined to $221,000,000 
on January 31, 1950. The last figure 
does not include a considerable back- 
log of applications for exchange tc 
cover amounts owed for goods received 
by firms dealing on open account 
prior to the imposition of exchange 
controls. 

United States Government expendi- 
tures in the Philippines in 1949 
amounted to $310,000,000, compared 
with $417,000,000 the previous year. 
The bank estimates that United 
States disbursements in 1950 will total 
$260,000,000 to $265,000,000. Estimated 
exports in 1950 plus United States ex- 
penditures may total a maximum of 
$525,500,000. To this may be added 
approximately $60,000,000 for remit- 
tances of immigrants, water- and air- 


transportation earnings, and other 
dollar incomes which might bring 
1950 foreign-exchange receipts to a 


total of $585,500,000. Such an amount, 
however, would be $10,500,000 less than 
the value of 1949 imports and far short 
of the total of imports and payments 
for transportation, insurance, and other 
outward remittances, 


During the past month, notwith- 
standing efforts on the part of the Im- 
port Control Board to relieve port 
congestion and‘delays by authorizing 
release against bond of goods arriving 
without proper import licenses, and 
of goods in port as of January 25, pro- 
vided they were charged against 1950 
quotas, imports continued to pile up 
at the docks. Many importers have not 
been willing to post pond because the 
value of their merchandise heid at the 
docks would exceed quotas they ex- 


Ze 


pected to receive. Not until well into 
February were any 1950 quotas issued. 


Effects of exchange and import con- 
trols are becoming apparent as prices 
rise. The index of the Bureau of Com- 
merce, based on 150 selected com- 
modities with 1941 as 100, stood at 
226.96 for the week ended January 21 
and at 230.08 for the week ended 
February 11. The postwar low was re- 
corded on October 29, 1949, when the 
index was 219.23. Commodities show- 
ing recent marked price increases 
include canned milk, : potatoes, and 
kerosene. The cost-of-living index for 
the average Manila wage earner’s 
family, computed on the base of 1941 
as 100, reached 334.9 for the week 
ended February 4, compared with a 
post-war low of 329.6 in December 
1949. | 

The price of 1 ounce of refined gold 
has increased from 108 pesos when 
free trading in gold was resumed on 
January 16, 1950, to 117 pesos on 
February 16. At the. same time the 
black market value of the peso has 
dropped in terms of US$ and &. 

Early in February coins became 
scarce, as hoarding them _ for their 
metal content began. Many small re- 
tail stores refused to give coins in 
change, insisting that the buyer either 
pay in coins or buy a full peso’s worth 
of merchandise. A _ bill providing 
penalties for hoarding of coins was 
passed by the Senate. 

The budget message submitted to 
Congress on February 7 showed that 
from fiscal year 1945 through 1949 
the excess of expenditures over normal 
income amounted to 538,000,000 pesos. 
‘Of this a total of 179,000,000 pesos 
was covered by United States Govern- 


ment refunds of taxes levied on 
Philippine commodities, particularly 
the processing taxes on sugar and 


coconut oil, and 120,000,000 pesos by 
an RFC budgetary loan from the 
United States, with the balance ob- 
tained from other special - payments 
and loans. 


The 1951 budget as submitted by the 
President called for a total outlay of 
more than 344,000,000 pesos. The de- 
ficiency bill for 1949 submitted at the 
some time and:a supplemental 1950 
bill called for 12,000,000 and 55,000,000 
pesos, respectively. Income in fiscal 
1951, after apportionment of certain 
revenues to local governments, was 
estimated at 390,000,000 pesos. This in- 
cludes an overdraft of 45,000,000 pesos 
from the Central Bank and 98,000,- 
G00 pesos to be raised by unspecified 
additional taxation, 


Although the general food situation 
continues favourable, with rice and 


corn stocks ample and _ vegetables, 
fruits, and other food products in 
good supply, the Government has 


launched a food-production campaign. 
This is in anticipation of an expected 
tightening of the food situation during 
the coming months because of import 
restrictions. A 5-year agricultural pro- 
gram to cost an estimatel 500,000,000 
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Travel and Tourist Promotion in the Far East 


Persistent efforts of the United Na- 
tions and its related bodies in break- 
ing down barriers for international 
travel have borne significant results. 
By January 1950, ten agreements had 
been signed reciprocally abolishing 
the passport requirement. Sixty-three 
agreements reciprocally abolishing visa 
requirements have been entered into 
letween countries mostly in Europe. 
The UN Transport and Communications 
Commission of Economic and Social 
Council is reviewing the whole ques- 
tion of facilitating international travel. 

Growing awareness of the potential 
invisible earnings from tourism prompt- 
ed the ECAFE Committee of the 
Whole in April 1949 to create a Work- 
ing Group on Travel Facilities, which 
submitted a report containing more 
than 60 recommendations for facilitat- 
ing international travel. 

The recommendations of the Work- 
ing Group and those of the Ad Hoc 
Sub-committee on Travel, which met 
in October 1949 in Singapore were 
given favourable consideration by the 
Fifth Session of the Economic Com- 
mission for Asia and the Far East at 
Singapore last year. 

Simplification of passport formali- 
ties, relaxing of visa requirements, ex- 
pediting of clearances, adoption of uni- 
form health requirements, liberalizing 
the availability of foreign exchange 
for students, traders and tourists, re- 
ducing customs formalities and simpler 
regulations covering departures were 
some of the recommendations adopted 
by the fifth session of the Commission. 
ECAFE also suggested that national 
tourist organizations be asked to help 
develop long-range plans for tourist 
travel and advised governments lacking 
such organizations to set them up as 
soon as possible. As a means of im- 
proving tourist accommodations ECAFE 


pesos is being planned by the Depart- 
ment of Agriculture. 

As of January 29, 1950, all except 3 
of the 28 sugar centrals were grinding. 
About 222,586 short tens, or 28 per- 
cent of the estimated output for the 
1949-50 crop, had been produced. Ex- 
ports of both copra and coconut oil in 
January exceeded figures for the 
same month last year, with shipments 
of copra amounting to 36,728 long tons 
and of oil to 2,766 tons. 

Inspected abaca in 1949 aggregated 
524,586 bales of which 462,080 were 
exported. Both figures represent re- 
ductions from the preceding year. 
Output of other fibers also declined 
substantially. 

Tobacco shipments in 1949 amount- 
ed to 5,104 metric tons in leaf equi- 
valent, compared with 2,846 tons in 
1948, but still considerably below nor- 
mal. Production of canned pineapples, 
on the other hand, reached an all- 
time high in 1949, with exports to- 
taling 46,086 metric tons, or about 
two and a half times as great as the 
largest prewar shipments. 


suggested that tourist agencies survey 
hotel facilities and seek means for 
bettering them, that proper facilities 
be provided for passengers at airline 
terminals, that reduced fares for com- 
posite tickets be offered, that steam- 
ship rates be lowered, that airline and 
steamer schedules be followed closely, 
and that adequate customs staff be 
employed. Regarding control measures, 
ECAFE recommended that govern- 
ments sign agreements eliminating 
passport requirements when possible, 
issue passports promptly, and charge 
the lowest possible fees. As part of its 
work, ECAFE Trade Promotion Divi- 
sion has been assisting the govern- 
ments of the ECAFE countries in im- 
plementing the Commission’s resolu- 
tion on Travel. 

A wealth of tourist literature show- 
ing the technique of promoting tour- 
ism has been furnished to governments 
to encourage action in advertising local 
reports and points of historical in- 
terest. The Governments of Ceylon, 
Burma and Thailand have _ recently 
issued attractive new tourist pamphlets. 
A bill to re-create the Philippine 
Tourist Bureau is before the Philippine 
Legislature, with the hope that favour- 
able action may be taken soon. The 
Government of Hongkong has held 
meetings with hotel interests relative 
to improved accommodation facilities. 
North Borneo is giving consideration 
to the provision of hotel accommoda- 
tion at Jesselton. The Indian Govern- 
ment has taken steps towards having 
an expert survey made of hotel situa- 
tion in India. Publishers of tourist 
literature have responded favourably 
in bringing out up to date travellers 
gazettes. The May 23 meeting of the 
Executive Committee of the Inter- 
national Union of Official Travel Or- 
ganization (IUCTO) will consider the 
possibility of setting up an IUOTO 
Regional Commission in response to 
ECAFE resolution to take up the 
active fostering of tourist travel in the 
region. 

To break down barriers in inter- 
national travel in the region and to 
stimulate tourist traffic as an economic 
factor; energetic action by the govern- 
ments concerned would be necessary. 

Therefore Mr. Ennis Groom of the 
New Zealand Department of Tourist 
and Health Resorts has been appoint- 
ed Travel Consultant in the ECAFE 
Trade Promotion Division. Expert in 
promoting tourist travel, Mr. Groom’s 
services have been made available by 
the New Zealand Government to as- 
sist in implementing the Economic 
Commission’s recommendations re- 
lative to promotion of tourist travel 
as a source of earning additional dollars 
and other foreign exchange by ECAFE 
countries. 


Hongkong’s Position 

The problem of tourist promotion in 
so scenically attractive a place as 
Hongkong—with its Portuguese appen- 
dix of Macao—has been often dealt 
with in the pages of this Review. Un- 
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fortunately political conditions in 
China which brought about over- 
crowding and an avalanche of new 
immigrants have militated against the 
mapping out of a topical program of 
tourist promotion. However recently 
conditions have slightly improved with 
the erection of many new and up-to- 
date hotels, in urban and rural areas, 
so that the reception of travelers can 
be viewed with confidence. 


Hongkong combines the’ services of 
the most modern amenities with an easy 
access to the oriental manners and 
customs of a large population which is 
known in this part of the world for 
its friendliness and hospitality. With 
a trade recession in the offing it might 
be advisable to look for new earning 
avenues and to push with more energy 
such projects as are likely to interest 
holiday makers and travelers general- 
ly. A section in a government depart- 
ment should therefore be established 
which in cooperation with the circles 
most directly interested in the tourist 
industry might assist in the devising 
of ‘campaigns’ and overseas advertis- 
ing of the virtues of Hongkong as a 
center of pleasure and recreation—not 
only money making. Macao can be 
expected to contribute to such a cam- 
paign as that colony should materially 
benefit from a larger stream of travel- 
ers winding their way to Hongkong. 
The attraction of Macao, if properly 
brought home to potential overseas 
visitors, should alone suffice to interest 
those sightseers with a penchant for 
historic sights and thrills of the past. 
Well-designed folders showing Hong- 
kong and Macao in their geographic and 
historic setting and describing the 
facilities offered to foreign visitors 
should, as a first step, be printed and 
distributed through local firms and 
individuals among their friends abroad. 


Pes: 


Economic Developments 
in China 

TIENTSIN 

Total consular declared exports from 
Tientsin to the United States in 1949 
were valued at US$12,949,632 as com- 
pared with a total value of declared 
exports of $20,520,503 in 1948. This 
represented a drop of 3% which was 
almost entirely due to the precipitous 
falling off in shipments of hog bristles, 
the declared export value of which 
declined from $12,391,496 in 1948 to 
only $1,430,673 in 1949. While in the 
former year bristle exports comprised 
60% of the total, this item made up 
but 11% of total shipments in 1949. 
However, declared exports of dried egg 
yolk from Tientsin to the United States 
increased by over $1 million last year 
as compared with 1948, while shipments 
of sheep wool doubled in value in 1949. 
Also, while exports of woollen carpets 
comparised 13.7% of the total in 1948, 
shipments of this item in 1949 com- 
prised the leading commodity making 
up 24.2% of total declared exports to 
the United States. A breakdown of 
the value of the principal commodities 
exported from this North China port to 
the States in these two years, with 
their respective percentages of total 
exports, are shown in the table below. 


Item 1948 Percent 1949 Percent 
US$ of total US$ of total 

Sausage 

casings 261,327 1.8 302,251 2.3 
Egg yolk, 

dried 214,474 =1.0 1,441,243 11.1 
Raw furs: 1,670,061 8.1 1,281,406 9.9 

Weasel 223,195 1.1 261,486 2.0 

Kolinski 713,624 3.5 399,956 3.1 

Kid 142,956 0.7 316,901 2.4 

Goat 27,579 0.1 174,185 1.3 
Bristles 12,391,496 60.4 1,430,673 11.0 
Walnuts, 

shelled —_— _ 308,638 2.4 
Sheep wool 602,155 2.9 1,200,744 9.3 
Cashmere 

wool 18,807 0.09 338,682 2.6 
Goat wool 100,314 0.5 78,549 0.6 
Carpets, 

wool 2,801,406 13.7 3,130,263 24.2 
Strawbraids 611,503 3.0 773,409 6.0 
Horsehair 457,498 2,2 559,093 4.3 
Total of 19,129,041 93.69 10,844,951 83.7 

principal 

commodities 
PEKING 


Consular declared exports from Pe- 
king to the United States for the period 
January through November 1949 were 
valued at US$300,713. Of this amount, 
$130,994 was shipped in the two months 
of October and November, representing 
43.5% of total declared exports to the 
United States in the 11-month period. 


TAIWAN 


The 1950 sugar production in Taiwan 
was expected to be over 560,000 tons. 


The fertilizer situation improved 
gradually in 1949; consumption, how- 
ever, was only slightly more than half 
the prewar annual rate. Imports of 
fertilizers in 1949 totalled 147,965 
metric tons. 


‘ over-the-counter 


FINANCIAL REPORTS 


HONGKONG FREE MARKET 


GOLD:—Last week’s highest & low-- 
est rates of .945 fine tael $260144—250,, 
equiv. to .99 tael $272.64—261.90, or .99- 
fine oz $226.57—217.65. Week’s opening 
rate $258, closing 256. Crossrates US$. 
3634 high, 3534 low. 

Macao and Canton market prices per 
.99 fine tael HK$276%4—2673%4 and 
$261—254 respectively. 

Forward interest in the gold hedging 
business totalled for the 7 days week 
29c or less than 6% p.a.; the low in- 
terest reflects the fact that idle funds 
in the Colony are plentiful but also 
the feeling in the market that the low 
level now reached may be not far from 
the bottom and that therefore further 
overselling may prove not profitable. 

Prospects for an improvement of the 
rate are slim as the same factors of 
recent weeks are still operative; stocks: 
show regular increases here, China and 
Taiwan selling pressure continues and 
overseas demand is weak. Additionally 
the international outlook for gold is 
depressing as new mining production 
and considerable dishoarding (not only 
in China) swamp bullion markets; 
sterling is getting ‘harder’ and demand 
for this currency has been on the in-. 
crease; managed paper currencies are 
finding again public favour as it is 
realised that (1) goods must be paid 
for in the legal tender of trading 
countries and (2) the maintenance of 
the present gold price depends largely 
on the policy of the US Treasury who 
may, though this event is most improb- 
able, decrease their gold buying price 
from US$35 to 314%. In any case, the 
hoarders’ sentiments have changed and’ 
no longer is the possession of the 
yellow metal considered as the ultimate 
in earthly wealth manifestation. 

Transactions in the forward market 
(largely fictitious) totalled 335,000 taels 
of .945 fine (daily average 66,500 taels). 
The overbought sector comprised bul- 
lion exporters (local and Macao Chin- 
ese banks and dealers in gold and 
exchange), Swatow and Hongkong 
operators; oversold were Canton opera- 
tors (on balance, after deducting this 
clique’s aggregate purchases) and the 
important Shanghai clique. Daily posi- 
tion left open averaged 195,000 taels. 

Cash (spot) bars sales: 38,090 taels 
officially plus 17,000 unofficially, a total 
of 55,000 taels. Of this quantity in- 
terest hedging forward operators 
absorbed about 45,000, the rest being 
taken up by exporters. Jewelers and’ 
goldsmiths being amply supplied from 
buying again ab- 
stained from buying anything at the 
Exchange. 

Imports totalled last week about 6000° 
taels, arriving here from Taiwan 2500, 
Hainan 1000, Canton 500, North China 
2000 taels. Exports exceeded 10,000 
taels, consigned to India 3500, Bangkok 
2500, Singapore 2500, Indochina 1500 
taels (all taels of .99 fine when report- 
ing actual imports and exports as .945 
fine bars are not brought into the 
Colony from China nor are such bars 
accepted abroad — the local custom of 
trading in .945 fine bars is a matter 
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of compliance with legal requirements 
which oblige traders to refrain from 
dealing in so-called bullion which is 
defined as gold of and exceeding 95% 
fineness). 

Macao’s gold export business contin- 
ues though at reduced pace. Stocks in 
the Portuguese colony have declined 
and new supply, for re-export, comes 
from China and also via Hongkong. 
The precious cargo is airlifted in flying 
boats (mostly Macao Air Transport Co. 
chartering their craft out to bullion 
dealers in Macao, Bangkok, Goa etc. 
and a Siamese owned air transport 
company takes the picking). 

There are no non-Chinese bullion 
dealers in Macao and all exports are 
effected by Chinese firms, most pro- 
minent being, as also in the past, one 
native bank with excellent connections 
in Macao. It was reported here by 
some ill-informed vernacular papers 
that ‘Jewish’ merchants were doing 
gold business in Macao—but there are 
no such merchants now in Macao and 
it is not supposed to be correct to 
assume that some remnants of the 
Kaifeng Jews of Honan have arrived 
in the Portuguese colony. Overseas 
buyers of bullion, as shipped out of 
Macao, are ‘foreigners’, to be sure, and 
these dealers are worshipping apart 
from the Golden Calf various gods and 
prophets. 

The local stock of gold was last 
week estimated at over 700,000 taels of 
945 fine, plus 25,000 taels of .99 fine 
(with the chop of approval of the 
Exchange) plus 30,000 taels of .99 fine 
(without such chop). Of the above 
‘quantity the ready delivery stock 
‘amounted to about 350,000 taels, the 
rest being in the hands of  hoarders 
‘and investors (local and immigrants). 


‘Highest & Lowest .945 gold and TT 
New York Quotations:— 


Gold US$ 

April high low high low 
LOM ress 258% 25634 617 614% 
1 ee ee 257% 251% 611 608% 
TQS. 34 258 250 617% 609 
LSet te 259% 253 619 613% 
1OAe mE: 260% 254 61834 617 
LS e 25634 254% 618% 616% 


US$:—Highest & lowest rate of last 
week per US$ 100 in HK$:—notes 616— 
60334, DD 616%—605%, TT 619— 
608%. Most business was done around 
US$16%, per HK$100 or about US$1 
below the official rate. Crossrates, at 
the 1s, 3d. parity, US$2.585—2.63, 
being 6 to 7%4% below official London/ 
New York rate. 


World-wide improvement in the 
open market transferable sterling rate 
impressed local exchange dealers who 
were additionally convinced of the 
growing appreciation of sterling in 
oriental markets by continued selling 
of US$. The speculative favouring of 
US$ as a hedge against sterling de- 
preciation has now ceased and _ short- 
selling of funds in New York has been 
observed. Merchant and bullion circles 
are, week after week, supplying more 
US$ funds than they require and this 
situation is not to undergo a change 
for some good time to come. Hongkong 
is at present quoting one of the highest 


free market crossrates. but as _ other 
exchange markets are also moving up 
and New York advanced area account 
sterling rates to 2.60 there was no in- 
centive for arbitrageurs to purchase 
US$ here and sell them in other open 


markets. The present difference of 
about 64% to 7% between the official 
and the free market sterling/dollar 


crossrates appears justified and a fur- 
ther decline in the local US$ price 
should not .be expected unless the 
British economic position, in the next 
few months, should further improve to 
such an extent.as to make an upward 
revision of the London/New York rate 
a possibility. The prestige of the 
pound, which has_ suffered after last 
year’s official devaluation, may thus be 
fully restored and this may also prove 
of benefit to the interests of the US 
in the present stage of the East-West 
undeclared war. 


Sales in the local market totalled 
last week US$2% million (of which 
1% m. in TT, balance in DD and notes). 


Outport dealers entered the market 
as sellers of TT New York especially 
Bangkok. Ordinary merchant demand 
was small, overseas inward remittances 
well maintained even after the holi- 
days. Biggest seller remain Chinese 


official sources who convert their funds 


in the US into local currency for the 
payment of commodities and services. 
The biggest buyer last week -was a 
large bank who took off the market 
over US$1 m., a matter which caused 
much speculation among the financial 
operators here as the purpose of this 
transaction was not clear, 


Japan account US$ were freely on 
offer at about 2% below the TT New 
York rate. Future trade with Japan 
may be put on a yen basis and the 
‘emergency’ accounting basis of US$ 
would then be terminated. Under 
these presumptions it might be advis- 
able to liquidate overbought US$ posi- 
tions in Tokyo. Apart from this 
consideration, there is now a_ well- 
balanced state of trade between the 
Colony and Japan which fact has dis- 
couraged local exporters of cargo to 
Japan as they no longer. can make any 
worthwhile profit on the exchange 
difference but have to earn on the 
merit of a commercial transaction 
alone. 


Loans by largely Shanghai immi- 
grants which were previously always 
contracted in ‘*US$ are now often 
stipulated in the local currency thus 
showing that even the ingrained dollar 
worshippers from the Whangpoo have 
finally come to appreciate the stability 
of sterling and the risks involved in 
financial operations in a foreign cur- 
rency the rate of which has during this 
year consistently turned against them. 
As a result of the lack of loan accom- 
modation, other than for imports and 
exports, merchants have had to seek 
credits from private money lenders 
and certain banking firms which acted 
as trustees for Shanghai capital; in- 
terest rates were and remain high but 
risks of the borrowers are often un- 
usual and imprudent; as Shanghai 
financiers were inclined to hold on to 


US$ most loans granted by these people 
were actually paid in this foreign cur- 
rency and repayment was stipulated in 
US$ as well with monthly _ interest 
(now around 2%) being slightly higher 
than for loans (private) allowed in the 
local currency. 


Bank Note Markets:—Rates of last 
week in HK$:—Bank of England note 
15.20—15.45 (slightly lower than the 
New York price which went last week 
over US$ 2.50; therefore no exports 
from here to the US of these notes 
which at one time offered attractive 
profits as a result of price differences 
between Far Eastern markets and New 
York). Australia 12.60—12.80. Canada 
5.40—5.45 (in tune with lower US$ 
prices Canadian exchange rules weak). 
Philippine peso 2.51—2.53%4 (declining 
trend following US$ drop, remaining 
however at approx. 17% discount 
against official US$: peso parity). India 
1.044%4—1.06. Burma .75—.77%. Ceylon 
.95—.96. Malaya 1.80%4—1.81%. Pias- 
tres forward, nominal, 11. Nica guilders 
4.20—5, Java Bank guilders 3—3.70 
(with hardly any business, total stock 
of Indonesian currency here estimated 
at below 1 million guilders). Baht 
2642. 


Silver Highest & lowest prices of. last 
week in HK$:—per .99 fine tael 4.89% 
—4.70, local and Mexican dollar coin 
3.04—2.95, Chinese coin 3.09—2.97, 
twenty cents coins 2.60—2.45. 


Chinese silver market prices some. 
15 to 20% below local rates; Swatow, 
Canton and Hainan are anxious sellers. 
Imports of last week: over 60,000 ozs 
(mostly in coins) from MHainan (via 
Macao), 30,000 ozs from Canton. Mar- 
ket sales: 260,000 ozs (in the native 
market composed of some native banks 
and bullion brokers). Exporters were 
holding off. As refining charges in the 
US are expensive exporters instructed 
local refinery to melt coins into ingots 
of as high as possible fineness; thus 
costs in the US are saved and local 
labour is employed. 


CHINESE EXCHANGE & FINANCIAL 
MARKETS 


Financial stability has been progress- 
ing in Kwangtung and the authorities 
in Canton have, with some exercise of 
ruthless discipline, brought black mar- 
keting under control. Money in Canton 
is tight—as elsewhere in China—and 
idle capital has been well ‘mopped up’. 
The uncompromising taxation drive 
and the compulsion to subscribe to the 
govt bonds of 1950 deprived the busi- 
ness community of funds which other- 
wise may have gone into speculation 
and commodity hoarding. Much wealth 
stored away in gold and foreign cur- 
rencies has come out during recent 
weeks, the authorities collecting large 
amounts both of bullion and foreign 
assets from private holders, and other- 
wise withdrawing People’s Bank notes 
from circulation as taxed and bonds 
‘subscribing’ merchants and other civil- 
ians have tn pay on pain of their assets 
being taken over by govt and legal 
prosecution being countenanced by the 
offenders. 
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Ruthless as these economic measures 
may appear to the outside world, they 
may have been necessary under pre- 
sent emergency conditions in China; 
the opposition to the new regime has 
grown, even to menacing  propor- 
tions, but the goal — stability and 
curbing of inflation—has been reached. 
It is anything but a people’s paradise 
to live these excruciating days in ‘red’ 
Canton but the communists do not 
pretend that paradise is here, they only 
speak of sacrifices and offer consola- 
tion in the future. The outraged busi- 
ness world of Canton is powerless to 
halt this, what they with some justifi- 
cation call, expropriation by taxation 
and compulsory loan subscriptions but 
they have to admit that financial con- 
ditions have now been stabilised—at 
a price, to be sure. This price is the 
bankruptcy of many, the closure of 
many shops and firms and the despera- 
tion of a large number of ‘masters and 
fokis’. Resentment against this adam- 
ant economic policy of the communists 
is very strong but the opposition, such 
as it is under present conditions, is 
impotent and can only whisper its 
anger and fury without achieving any- 
thing positive. 


Official exchange rates of the Peo- 
ple’s Bank in Canton were, before 
Easter, lowered—a memorable occur- 
rence in inflation ridden China; the 
new rates are (in PB$) per US$ 41,000 
(down 1,000) and per HK$ 6400 (down 
60), the HK$ and _ sterling crosses 
‘working out at respectively 6.406 and 
‘2.50. On the black market in Canton 
HK$ were traded below the official 
‘rate; while the official banks buy HK$ 
they do not sell except to approved 
importers and to such persons who 
have satisfied the authorities as to the 
urgency of their demand for Hongkong 
or any other foreign exchange. The 
black market supplies however any 
‘customer; that its rates moved only 
around PB$6000 (about 7% below the 
People’s Bank buying rate) shows that 
the market is well stocked with HK$ 
and demand (mostly flight capital) is 
not insistent. 


Hongkong money changers quoted 
PB$10,000 at HK$1.55 to 1.62 (i.e. PB$ 
6172—6450 per HK$) and the trend 
was in favour of the Chinese currency; 
consequently native banks took new 
interest in this market and were will- 
ing buyers of PB$, no longer being 
afraid of the sudden depreciation of 
China’s legal tender. There is a feel- 
ing that the current rate of approx. 
PB$6000 to 6400 will remain for some 
‘time and that no depreciation can be 
‘anticipated seeing that the recent 
financial measures in South China have, 
‘by & large, succeeded. 


Hongkong-China remittances are 
now usually routed through official 
channels; local Chinese govt banks 
which are all under the acknowledged 
authority of their headoffices in China 
handle the bulk of remittances, inward 
and outward. Local free market rates 
for HK$ funds from and to Canton 
were ranging from 99.30 to 100.10 per 


100 in Canton; Shanghai gold TT 
ranged from 77% to 79% taels, and 
US$ TT from 94%—95 (per 100 in 
Shanghai). The difference in rates in- 
dicates in the case of Shanghai consi- 
derable demand for capital flight and 
inadequate cover on the black market 
in Shanghai. Amoy transfer rates for 
US$ were from HK$6.40 to 6.60. Busi- 
ness recorded here was small viz. HK$ 
600,000 for Canton, 600 taels of gold 
and US$11,000 for Shanghai and US$ 
45,000 for Amoy transfers. 


Taiwan unofficial transfers totalled 
3700 taels of gold and US$42,000 at rates 
of 814%4—83% and 94—95 respectively 
(per 100 in Taiwan). The Taiwan au- 
thorities have permitted as from April 
1 the surrender of gold and of foreign 
currency notes. by exporters and no 
longer require the surrender of actual 
export proceeds. This step has had 
some export reviving effect as many 
merchants and also flight capitalists 
preferred to hand over to govt part or 
all of their gold bullion stocks while 
receiving abroad for free retention 
their export proceeds; this is a sort of 
complicated flight of capital which 
however has benefits alround. The 
Taiwan govt accepts gold only at the 
equivalent of US$34 per oz fine (i.e. $1 
below the international parity) and 
also charges for surrendered foreign 
bank notes a 2% commission (i.e. dis- 
counts bank notes by that percentage). 
The KMT authorities have increasingly 
adopted realistic economic measures 
both under pressure of foreign and 
local public opinion and in order to 
placate the critics at home who thus 
are finding the present govt a not dis- 
agreeable set-up particularly when 
comparing it with the austere and 
severe Peking govt. 


H.K. Stock Exchange 


Business since the Easter recess has 
been of meagre proportions, only 
amounting to a. paltry collection of 
chicken feed. Rates also continue their 
downward drift. 


Business reported during the week: 
$849,425. Business for Ist Quarter 1950 
$22,596,951, 


Highest Lowest Sales 

$ $ No. 

Pe Banks .. cpkaee 1350 1345 126 
Bank of East Asia . 104 104 362 
Union Insurance .... 585 580 85 
Asia Navigation .... -80 -75 16,500 
Wihharvesiiiw in. sa.etret 91 91 300 
FE DOCKSigarciejeicteie 17.20 17.20 500 
Shanghai Docks .. 4 4 2,400 
H.K. & S. Hotels .. 9 9 500 
EEK Lands) icc.ies 41 41 200 
Shanghai Lands 1.40 1.40 2,000 
Humphreys’. .......,. 9 9 800 
H.K. Tramways .... 12.90 12.60 8,900 
Stari Merry 3.casee oo 81 81 100 
China Lights (O) .. 11.30 11.20 11,650 
do NN) a: 8.10 8.10 1,900 

HK. Electrics: <=.... 26 25 1,650 
Cements s..cne saci 1144 11.10 4,500 
Dairy Farms ...... 38 38 200 
Watson snrnijranas 10 27 25 3,200 
Lane Crawfords .... 22 22 1,300 
Sinlceres!*— wienierces 3.80 3.80 500 
Suni GGiwess cece cieietee 2% 214 480 
China Entertainment 14 14 200 
Ewo Cotton ........ 2.80 2.80 1,000 
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Hongkong Industrial Report 


Factory Registrations 


During March applications for regis- 
tration of factories and workshops re- 
ceived by the Hongkong Labour Dept. 
amounted to 53 (19 on the Island and 
34 in Kowloon and the New Territo- 
ries) 10 registration certificates were 
cancelled (5 and 5), 6 applications and 
registrations were refused (5 and 1), 
and 25 registration certificates were 
issued (6 and 19). 

Factories and workshops recorded 
and registered in March, together with 
the number of workers employed, com- 
prise the following:— 


M. Ww. Total 

9 Metal Wares ....... 209 95 304 
LW Wieaving 0 cuisiesscetir 50 200 250 
2 Garments & Shirts 72 60 132 
26- Printing: Sorc 105 12 117 
Ly Buttonstey.smanaees 76 20 96 
2 Weaving (Cotton) .. 35 58 93 
2 Electro Plating .... 60 27 87 
2 Hosiery? “ae tisects. 14 42 56 
1 Camphor Wood Box 55 a5 55 
2, Mlectrie: (Bulbs) sav.» 25 17 42 
AOD elrigt ersten atest te 30 a 30 
4 Engineering ........ 29 oe 29 
py eal ¥es” Seo gn ds 5neo 15 19 34 
I Gilass! seni. a 26 a 26 
1 Perfumery 15 an 15 
1 Gaundry .....0 10 a6 10 
1 Egg (Packing) ..... 9 a0 9 
1 Tea (Packing) 9 44 9 
UL Saw Mill .cageteneinc 9 ae 9 
1 Mirrors) Sosa). aw ene 8 ne 8 
1 Drinking Straw .... 2 2 4 
61 863 552 1415 


Registered factories and workshops 
that closed in March were: 2 Aviation 
(C.N.A.C.), 2 Printing, 1 Shipyard, 1 
Confectionery, 1 Metal Wares, 1 Elec- 
tric (Motor Dept.), 1 Camphorwood 
Chests, 1 Tin Can, 1 Electric Battery. 

The total number of applications re- 
ceived from January 1 to March 31, 1950, 
was 152 (61 in HK and 91 in K and 
NT), certificates cancelled amounted to 
37 (11 and 26), applications refused 
came to 9 (3 and 4) which includes 2 
premises on the Island for which no 
formal application for registration was 


made, and _ registration certificates 
issued amounted to 91 (28 and 63). 
The 152 applications for registration 


received from factories and workshops 
during the first quarter of this year 
included 47 Printing (29 in HK and 18 
in K. & N.T.), 12 Metal Wares (2 and 
10), 10 Engineering (4 and 6), 9 Cotton 
Weaving (K. & N.T.), 7 Laundry (5 and 
2), 7 Garments (K.), 5 Knitting (K.), 
4 Electric Torch Bulbs (1 and 3), 3 
Flour Mills (K.), 3 Perfumery (1 and 
2), 3 Salt (HK), 3 Electro Platiing (K.), 
2 each Tin Cans (1 and 1), Furniture 
(1 and 1), Bean Curd, Packing and 
Blending Tea, (in HK.), Plastic Wares, 
Mirrors, Buttons, Saw Mills, Vaccum 
Flasks, Dyeing (in K.), 1 each Cam- 
phorwood Chests, Canned Goods, Elec- 
tric Power — HK Sub-station, Joss 
Paper, Sugar, Tobacco, Wool Yarn, 
Drinking Straws, Vegetable Oil, Build- 
ing Material (in HK.), Shoes, Weaving, 
Hosiery, Glass, Camphor, Egg Packing, 
Stone Grinding, Shipyard, Rubber 
Wares (in K.). 

As at March 31, there was a total of 
1,045 factories and workshops register- 
ed (301 and 744), while 338 applications 
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were under consideration (160 and 
178), bringing the total handled as at 
the end of March to 1,383 (461 and 
922). 

The monthly average of certificates 
issued during 1947 to 1949 is given 
for purposes of comparison with the 
March quarter 1950:— 


1950 
Jan.- 
1947 1948 1949 Mar. 
Registration certifi- 
cates issued .. 43 24 19 30.3 


New Weaving Mill 


One of the most interesting registra- 
tions in March was that of the Wingsan 
Textile Co. Ltd., whose new weaving 
mill at Lok Shan Road is in the build- 
ing formerly occupied by Peninsula 
Spinners Ltd. who have now transfer- 
red to the Hongkong Mills in Castle 
Peak Road. The Wingsan Mill, which 
employs 50 men and 200 women is 
equipped with 100 very up-to-date and 
fast looms imported from the United 
Kingdom. 


Industrial Accidents 


From January to March 149 cases of 
injuries and industrial accidents occur- 
red involving 151 persons (8 fatal), of 
which 89 (2 fatal) took place in regis- 
tered factories and workshops. The 
causes were: Machinery 31 (27 in re- 
gistered factories), falls 41 (8 fatal) 
(20 — 1 fatal), falling objects 29 (1 
fatal) (14), burns 11 (8), scalds 5 (1 
fatal) (3 — 1 fatal), explosions 5 (1), 
other causes 29 (18). 


Guides to Industrial Productivity 


Back from the U.S. after a five-week 
tour, a British productivity team repre- 
senting the cotton spinning industry 
has put in a long report to the Anglo- 
American Council on Productivity. 
Among the causes to which the team 
ascribes the high productivity of mills 
in the U.S.A. the following will be of 
interest to a much wider range of in- 
dustry and it is hoped that Hongkong 
manufacturers will consider these points 
in the interest of still better service to 
the community:— 

(1) Productivity - mindedness. of 
management, supervisory staff and 
operatives resulting from the realisa- 
tion that the high standard of living 
apparent on every: hand in America 
and the eventual security of employ- 
ment depend on producing more at a 
lower cost rather than less at a 
higher cost. (2) Willingness on the 
part of managements and operatives to 
give a fair trial to new machines and 
new methods rather than to rely on ex- 
periments made by others. (3) Wide- 
‘spread use of standards against which the 
realised performances of men, machines 
and raw materials can be measured at 
every stage of manufacture. (4) Re- 
cognition by managements of the valu- 
able services which reliable firms of 
consulting engineers can render. (5) 
Exchange of technical information be- 
tween rival firms. (6) Good relations 
between managements and_ labour, 
resulting from a positive policy and 
effort on the part of managements, 
which emanates from the top and is 
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COMMERCIAL MARKETS 


Rice for the British Commonwealth 


An agreement between Thailand and 
Great Britain has recently. been an- 
nounced in regard to rice imports 
covering Britain and Far Eastern pro- 
tectorates. Under this agreement Thai- 
land has agreed to export 25,000 metric 
tons to Britain, 202,000 to British Ma- 
laya, 80,000 to Singapore, 6,000 to Bri- 
tish Borneo; Sarawak is to received 
13,500 and Hongkong 120,000 metric 
tons, making a total of 446,500 metric 
tons. This amount leaves Thailand 
with a surplus of some 753,000 metric 
tons which will probably be taken by 
Far Eastern countries short of this 
commodity. 

The rice for Hongkong, as stipulated 
by the Hongkong Government, is to 
consist of first quality white rice or the 
lower quality broken rice and special 
care is to be exercised that the quality 
be maintained. Under the agreement 
the Thai Government will demand that 
purchasers show an import license 
issued by the authorities at the port of 
entry and, on the other hand the Hong- 
kong authorities are demanding that the 
importer should submit proofs of the 
quality to be supplied. 


US Trade with the Far East 


During February, according to figures 
prepared by the US Census Bureau, the 
total trade of the United States with 
the Far East amounted to US$234.3 
million, a drop of $6.5 million or 2.7% 
compared with the January total of 
$240.8 m. Exports to the Far East 
amounted to $138.3 m. an increase of 
3.6% against the January amount of 
$133.4 m., but imports $96 m. showed a 
drop of 10.6% compared with January’s 
$107.4 m. 

Trade with China in February, 
amounting to $15.1 m. showed an in- 
crease of $3.1 m. or 25.8% over Janu- 
ary’s $12 m. Exports totalled $8.2 m. 
or 141% above January $3.4 m. but im- 
ports $6.9 m. were 19.7% below those 
for January $8.6 m. Formosan trade 
with the US on the other hand declined 
by 18.5% in February compared with 
January, the figures being $2.2 m. and 


carried right through the mill. (7) The 
acceptance by operatives and unions of 
the principle that work assignments 
should be based on a fair work load 
and not on an arbitrary number of 
machines or spindles tended. (8) Re- 
cognition that the work assignment in 
terms of machines or spindles tended, 
or duties to be performed, should be 
changed as, and when, justified by the 
introduction of new machinery, 
methods or working conditions. (9) 
The attachment of proper importance 
to Employment and Personnel Depart- 
ment. (10) Good provision for tech- 
nological training of all grades. (11) 
Reduction of time lost through ac- 
cidents by the work of Safety Commit- 
tees. (12) Good timekeeping. (13) 
The use of good costing systems. (14) 
The use, wherever possible, of me- 
chanical aids and labour-saving devices. 
(15) Good machine maintenance. 


$2.7 m. respectively; exports to Formosa 
amounted to’ $2 m. in February as 
againts $2.6 m. in January, imports 
were $200,000 against $100,000. 

The principal purchasers of American 
goods in February were Japan $33.9 m., 
India $18.4 m. and the Philippines $17.3 
m. The chief suppliers of the US from 
the Far East were British Malaya $19 
m., India $17.6 m., the Philippines $14.2 
m. and Japan $9.6 m. 


Anglo-American Textile Mission to 

Japan 

A joint Anglo-American Textile Mis- 
sion is proceeding to Japan to study the 
problem of Japanese participation in 
world cotton trade. The British dele- 
gation to the mission is headed by Sir 
Raymond Streat, chairman of the Bri- 
tish Cotton Board, and is due to arrive 
in Tokyo on May 6. 


Tientsin Power Supply 


The Tientsin Office of the North 
China Power Administration supplied a 
total of 90,548,369 kilowatt-hours of 
electric energy to 5,470 power con- 
sumers in 1949. This is an increase of 
16.6 percent over the 1948 figure. Fur- 
ther comparison of the 2 years shows 
the following percentage increases in 
1949: Metal factories, 73; printing 
plants, 56: food industries, 40; chemical 
works, 33; electrical-equipment fac-— 
tories, 18; mines, 4; and agricultural- 
and marine-product enterprises, 2. 


Iron and Steel Industry of Shanghai 


23 of the 30 iron and steel plants in 
the Shanghai district have resumed 
production. However, of the 30 iron 
and steel shops in this district, only 7 
have steel-melting facilities. These 
have a combined monthly capacity of 
about 2,500 metric tons. There are, in 
addition, 27 steel rolling mills with 
facilities permitting a monthly output 
of about 7,000 metric tons. The rolling 
mills of Shanghai, which supplied only 
part of the requirements of the metal- 
working industry in that area, have 
always been dependent on _ outside 
sources for the major part of their 
crude steel requirements, drawing from 
other areas in China and European and 
American. sources. 

Production in the Shanghai district 
currently ranges between 1,000 - and 
1,200 tons of crude steel a month, with 
finished steel production including wire, 
nails, screws, and some structural steel 
items. 

The industry is experiencing consi-- 
derable difficulty in maintaining opera- 
tions because of the lack of coking 
coal, iron ore; and scrap. Prices of 
iron and steel products in the Shanghai 
area have increased several-fold in the. 
last few months. 


Peking Goods for the U.S. 


Declared exports to the United States 
from Peking during the 9-month 
period, January-September 1949, were 
valued at approximately US$170,000 
and included the following selected 
items: Brassware valued at $46,700; 
copperware, $35,000; - porcelain ware, 
$20,000; wooden ware, $15,000; jewelry 
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and semiprecious gem stones, $8,000; 
and smaller quantities of bone, pewter, 
soapstone, stone, and earthenware. 

Embroidered and other silk articles 
exported were valued at about US$ 
5,000, and rugs at $2,500. Paintings 
and artistic antiques valued at appro- 
ximately> $18,000 were also among the 
articles exported. 


Japanese Fisheries in 1949 


Several events highlighted the not- 
able improvement in Japanese fisheries 
during 1949. The fish catch reached a 
total of about 7 billion pounds compared 
with less than 6 billion pounds in 1948. 
This was made possible by increased 
efforts of Japanese fishermen and by 
increased quantities of fuel, gear, and 
other supplies made available to the 
Japanese Government by SCAP. 

Notable progress was made in the 
fisheries with the elimination of the 
old control associations and the estab- 
lishment of cooperatives. 

In recognition of the good work of 
the Japanese Government and members 
of the fishing industry in controlling 
violations of the fishing area and in 
establishing a program for correcting 
overexploitation, SCAP authorized on 
September 21, 1949, the extension of 
the fishing area eastward from the 163d 
to the 180th meridian. This extension 
embraces 864,500 square nautical miles 
of the Pacific Ocean. An estimated 
60,000,000 to 70,000,000 pounds of fish 
are expected to be taken from this 
area annually, much of which will be 
albacore and tuna which may be ex- 
ported frozen to the United States for 
canning. 

If the Government and the fishing 
industry continue the progress shown 
in 1949, 1950 should be a banner year. 


Malayan Trade Agreement With Japan 


An aggregate of approximately 
$$42,000,000 in Japanese goods has been 
allocated to Singapore, Federation of 
Malaya, Sarawak, and North Borneo, 
pursuant to the trade agreement be- 
tween Japan and the sterling area. 
Five categories of goods may be im- 
ported, namely: Textiles; cements; con- 
structional steel and other building 
materials; canned, dried, and fresh 
foodstuffs; and sundries, Imports will 
be divided among these classifications 
as follows: 45 percent in textiles, 5 
percent in cement, 20 percent in steel 
and other ‘building materials, 15 percent 
in foodstuffs, and 15 percent in sun- 
dries. Except in the case of sundries, 
quotas to importing firms will be based 
on the individual firm’s imports in 1948 
and 1949. With respect to sundries, 
quotas will be issued to firms registered 
before December 31, 1949, under the 
Business Names Ordinance, irrespective 
of the volume and nature of their 
previous business. 


‘Malayan Production of Powdered 

Rubber 

The Malayan Rubber Research Insti- 
ttute is working on the preparation of 
special rubbers, including rubber pow- 
ders, as part of its 5-year research 
program. Negotiations were under way 
with the Dutch Government for per- 
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mission to manufacture the powdered 
rubber, “Mealorub,” first made by the 
Dutch and used in rubber-roads trials 
in the United States. 

Under an agreement among British, 
Dutch, and French producers, the field 
for research and development of new 
uses for rubber has been apportioned 
in the three countries in order to avoid 
waste of effort. Before the agreement, 
Dutch chemists had done much re- 
search on the preparation of rubber 
powder, and further work was allotted 
to them. Rubber research sources in- 
dicate that a patent-pooling arrange- 
ment operated by the International 
Rubber Development Committee will 
be worked out in the use of the “Mea- 
lorub” process. 

The Rubber’ Research Institute, on 
receiving estimates from the United 
States placing the demand for road- 
surfacing rubber at 100,000 to 200,000 
tons annually within 5 years, was op- 
timistic. If such a demand develops, 
every effort will be made to expand 
production. In accordance with the 
usual procedure under the International 
Rubber Development Committee, the 
Dutch will permit the manufacture of 
material under license in other produc- 
ing territories including Malaya. The 
Rubber Research Institute of Malaya 
is also investigating alternative methods 
of preparing rubber powder. A powder 
has been prepared from skim latex, 
which until recently has been a trou- 
blesome waste product from the pre- 
paration of latex concentration. 

A plant capable of producing 50 tons 
of powdered rubber a month, with a 
potential of several times that amount 
if the demand so warrants, is being 
built at Singapore. Full commercial 
production will commence soon. The 
only other place where powdered rub- 
ber is being produced is the pilot ex- 
perimental station at Buitenzorg in 
Indonesia. A larger plant is being built 
on a Government estate in Indonesia. 


Anglo-US Cooperation in Oil Refining 

The construction of a complete oil 
refinery, specializing in high grade 
lubricating oils, at Coryton, Eugland, is 
proposed by the Vacuum Oil Company, 


Ltd., a subsidiary of Socony-Vacuum 
Oil Company, Inc. The refinery will 
have a capacity of approximately 


20,000 barrels a day and will cost about 
US$30,000,000. The refinery operations, 
as well as Vacuum’s present marketing 
facilities in the United Kingdom, will 
be merged with the oil storage, blend- 
ing and packing business conducted at 
Coryton by Cory Bros. & Co. Ltd., 
wholly owned subsidiary of Powell 
Duffryn Ltd. Vacuum is a processor 
and distributor of lubricants and allied 
petroleum products and the combined 
business will be carried on by it. 
Soceny-Vacuum and Powell Duffryn 
each will have an equal interest in the 
company with the board of directors 
being increased as well as the shares 
of stock. 

The new refinery, plans for which 
have been under discussion for several 
months, will treat Middle East crude 
oil primarily, and the resulting products 
will replace those at present imported 


from dollar sources. The refinery is 
expected to go on stream in about 30 
months, 

Before the nationalization of the coal 
industry in England, Powell Duffryn 
was the largest coal mining concern in 
the United Kingdom. It also has other 
trading activities and through sub- 
sidiary companies has a network of 
depots overseas and direct trading as- 
sociations with most countries in the 
world. 


* % * 


HONGKONG COMMODITY 
MARKETS 


Cotton Piece Goods & Cotton Yarn 

Following the holidays, very little 
business was done in Cotton Piece 
Goods and with the exception of Fairy 
Eagle and Fancy Butterfly grey sheet- 
ings which rose in price respectively to 
$44.50 and $44 per piece, a general de- 
cline was evident. There was some de- 
mand for Black Cloth in response to 
which Double Golden Tael, Nan Cheong 
and Yu Tai brands rose respectively to 
$54, $53 and $46 per piece. 

There was slight activity in an other- 
wise dull Cotton Yarn market when 
Amoy and Hainan Island dealers show- 
ed an interest as weli as local weav- 
ing and knitting factories: Golden Peak 
10’s rose in price to $910 per bale; 
Alligator on Horse 20’s and Red House 
20’s improved to $880 and $870 per bale 
respectively, Bengal Lady 20’s rose to 
$820, Sphinx to $800, Cockatoo to $920, 
Blue Phoenix to $1180, Golden City to 
$1200, Three Goats to $1110, Two Swal- 
lows to $1175 and Yacht to $1190 per 
bale; in 32’s Ameto rose to $1385 and 
Blue Phoenix and Camel to $1400 each, 
Globe rose to $1320 and Golden Peak 
to $1420. 


Raw Cotton 


The Raw Cotton market still shows 
no signs of improvement, lack of sales 
in China as a result of the shortage of 
ready money being the chief cause as 
well as large stocks on hand. Prices 
showed a further drop during the week: 
Pakistan NT-roller gin was quoted at 
$1.82, LSS-roller gin was offered at 
$1.75, 4F-roller gin at $1.70 and 289F 
at $1.87 per lb., while US 1” declined to 
$1.90 per lb., 1 a. %” to $1.84 and 5/16” 
to .$1.86. 

Pakistan Cotton Waste fell to $1 per 
lb., the large stocks already on hand 
having been added to by the return 
of a shipment from Amoy in conse- 
quence of its inferior quality. Asa 
large part of the stocks on hand are 
of this quality the prospect of an im- 
provement in price is doubtful. 


Metals 


Taiwan dealers showed continued in- 
terest in Mild Steel Plates during the 
week and in some instances prices ad- 
vanced very considerably. These pur- 
chases are being supplied to the Taiwan 
military authorities for defence pur- 
pose and while several specifications 
fell in price, 4 x 8’ 1/32” to $49 per 
picul, 3/32” to $36, %” to $27 and 3/16” 
to $28, the following improved due to 
low stock and heavy transactions: 3%” 
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to $35 per picul and %” and %” to 
$40; 1/16” remained steady at $38 per 
picul, %4” at $29, and 5/16” was offered 
at $34 per picul. As was announced 
some time ago the French and Belgian 
manufacturers of mild steel plates have 
reduced their charges, Belgian origin 
4 x 8 %” being quoted at $29.50 per 
picul c.if. Hongkong while the French 
mild steel plates of the same specifica- 
tion were at £29. 10s. per ton. Al- 
though the French product is some- 
what cheaper than the Belgian, the lat- 
ter is preferred as there is less delay 
in obtaining delivery than in the case 
of the French make. The market for 
Mild Steel Flat Bars showed an im- 
provement; stocks are low and expect- 
ed arrivals are not sufficient to cover 
the demand: ¥%” thick, 1%”, 5%” and 
%4” rose to $38 per picul and 1” — 2” 
to $35 per picul; %” thick, 1”—2” in- 
creased to $40 per picul; 3%” thick, %4” 
and %” rose to $40 per picul and 1” 
— 3” to $38. 


Brass Sheets, Rolled, of British make 
12” met severe competition during the 
week from cheaper priced Japanese 
goods, and with the exception of the 5 
and 6 oz. quality which due to low 
stocks remained firm at $260 per picul, 
the 9, 10. 11 and 12 oz. dropped to $180 
per picul. Stocks of Charcoal Plates 
are heavy and with expected further 
arrivals dealers in many instances were 
willing to sell at below cost in order 
to clear. Later, however, with some 
demand prices improved: G18 rose to 
$48 per picul, G20 to $47, G22 to $48, 
and G24 to $55; G26 remained at $58. 
Galvanised Wire was inactive during 
the week resulting in sharp declines. 
This drov is attributed to the somewhat 
sudden falling off in demands from both 
Canton and North China due apparently 
to the resumption of operations in 
Shanghai by four factories, and this re- 
port is substantiated by the import re- 
strictions now being imposed by the 
Shanghai authorities. The latest prices 
were G8 and G16 $46 per picul; G6, 
G13 and G15 $45; G12 and G14 $44.50; 
G10 $41; G17 $53, G18 $58, G20 $60, 
G22 $63 and G24 $75 per picul. The 
demand for Wire Nails registered a fall 
following the lack of demand from 
Cantonese dealers who had been in the 
market recently. Prices are also tend- 
ing to fall as local merchants are an- 
xious to sell in view of the expected 
near arrival of supplies from Holland: 
G18 4%” wire nails were quoted at the 
lowered price of $62 per picul and 5%” 
at $70, while G17 5%” failed to interest 
buyers and G17 %4” nails were quoted 
at $66 per picul. Wire nails in kegs 
G15 1”, G14 1%”, G13 1%”, G7 4”, G6 
5” and G5 6” were offered at $43 per 
picul, while G1ll 2”, G10 2%” and G8 
3” stood at $41 per picul. Wire Rods 
proved unsatisfactory, especially for the 
lst quality European stock which fell 
considerably in price as buyers were 
out for the local make only. Wire rods 
3/16” to %4” with export permit de- 
clined to $29 per picul and without per- 
mit to $28 per picul. Wire Mesh on 
the other hand was firm with Taiwan 
dealers in the market for Japanese 
specifications; 3 x 100 ft. green 16 mesh 
sold at $69 per roll and the USA make 


at $73; USA 18 mesh fetched $70. Wire 
Gauze was firm, with the Japanese 
make standing at $115 per bale for 40 
mesh; 50 mesh was offered at $120, 60 
mesh at $150. 80 mesh at $235 and 100 
mesh at $265 per bale. Dealers in 
USA Blackplate Waste showed a dis- 
position to clear heavy stocks at re- 
duced prices and G28 — G31 were of- 
fered at $23.50 per picul while G29 — 
G33 fell to $23 per picul which price 
meant a serious loss to dealers. U.S.A. 
2nd quality Tinplate Waste was active 
and would have seen a considerable 
improvement had it not been for heavy 
stocks: 4” up rose to $61 per 200 lbs 
while 2” — 10” stood at $58 per 200 lbs. 


Paper = 
The market was extremely dull, and 


would have been more so except that. 


South Korean dealers were purchasing 
different kinds of paper for shipment 
to Korea and thence to Chefoo and 
other North China ports which are 
badly in need of supplies. It is true 
that the authorities in North China have 
relaxed their restrictions on the import 
of paper, but this does not appear to 
have helped matters much as the diffi- 
culty over sending remittances from 
these ports to Hongkong deprives local 
merchants of ready money. Paper 
merchants in Canton are doing no busi- 
ness, and a number have left the city 
in order to avoid buying Victory Bonds 
for which they have no funds. Prices 
showed a general decline: Aluminium 
Foil thin quality 4.5 x 6.75 was offered 
at $2.15 per lb. for the British make, 
$2.10 ver lb. for the Canadian and $2.08 
for the USA product; Bond Paper with 
watermark 22” x 34” 32 lbs. white fell 
to $18.40 per ream and the same quality 
without watermark dropped to $17.80 
per ream; Cellophane Paper 36 x 39 
declined to $74 ver ream for the British 
make, $67 for the Italian and Czecho- 
slovakian, $68 for the USA and for the 
Polish, while 40 x 51 British fell to $97 
per ream; Half-bleached Parchment 24 
lbs. 30 x 40” sold at $20 per ream and 
Czechoslovakian 23 lbs. at $19.30 per 
ream. while Parchment 20 x 30” fetch- 
ed $13.50; MG Cap 17.5 lbs. white sold 
at $8.40 per ream; MG Sulphite Paper 
40 lbs. 35 x 47 was offered at $19.50; 
Tissue Paper 17 lbs. 30 x 40 sold at 
$11.20 per ream and 13% lbs. 25 x 14” 
at $10.20 per ream; Woodfree Printing 
declined to 56 cents per lb. for 57—75 
lbs. white, 55 cents for 50 lbs. white 
and Javanese 50 — 100 lbs. white to 52 
cents ver lb.. while 30 lbs. coloured 
fetched $19 per ream. Newsprint in 
reel 52 gr. 31” fell to 33 cents ver Ilb.. 
2’ gr. 43” to 325 cents and 30” and 42” 
to 31 cents ver lb.; Newprint in sheets 
50 lbs. 31 x 43” fetched $18 per ream 
and the Russian 45 lbs. 30% x 4234” 
$17 per ream. Cigarette Paper 29 mm 
6000 m Ecusta brand (with green line) 
fell to $19 ver bobbin: 27.5 mm 6000 m 
Smoking Tiger brand (Egyptian) de- 
clined to $18, and Ecusta brand (with 
green line) to $19 per bobbin. 


Vegetable Oils and Other China 
Produce 
Lack of demand for vegetable oils, 
and the reduced US price following the 
recent fall in the US dollar T/T rate, 


created a dull market. Although re- 
gular supplies of Tungoil (Woodoil) 
from Canton are lacking, due to the 
aversion of merchants to pay the high 
rate fixed in connection with the sur- 
render of exchange to the Communist 
authorities, shipments are arriving by 
way of Macao. Supplies are also being 
received from Tientsin and Tsingtao. 
The price of Tungoil held off, anticipa- 
ting a further fall. The demand for 
Teaseed oil was also weak, and the 
price of 4% acid fell to $148 per picul 
but with little interest shown on the 
part of buyers; 2-weeks forward was 
offered at $146 per picul. Rapeseed oil 
remained dull, the price standing at 
$92 per picul; offers at $90 failed to at- 
tract buyers. Cassia oil 85%, of which 
a supply arrived via Macao, was offer- 
ed at $1500 per picul, but without 
transactions. A shipment of Aniseed 
oil 15% from Indochina was offered at 
$870 per picul, and reduced later to 
$800 per picul; China Aniseed oil was 
offered at $700 per picul and some ar- 
rivals from Macao at $680 per picul, 
but interest was lacking. Soyabean 
oil was quoted at $95 per picul, but 
without transactions. 

i As a change from the general decline 
in prices, that of Groundnut oil show- 
ed an increase with the arrival of a 
shipment from Tsingtao and with Tai- 
wan dealers still in the market: Dairen 
1 q. in drums sold for $126 per picul 
and Tsingtao 1 q. in drums also rose 
to $126, while the Suitung, Kwangtung, 
product fetched $145 per picul. 

Other China Produce: Supplies of 
Ramie continue to arrive from Tsing- 
tao, and also via Macao, adding to the 
already heavy stocks and pushing down 
the price. Offers expected from Japan 
have not come up to expectation, the 
price offered as a result of the decline 
in the US dollar T/T rate being too 
low to be attractive. Szechuan Ramie 
was offered at $210 per picul, West 
River, Kwangtung, Ramie at $215 per 
picul, while the Hunan product was 
quoted at $210. The price of Gallnuts, 
as a result of low stocks, remained 
steady both the Szechuan and Luichow 
products standing at $114 per picul; 
Korean Gallnuts, however, rose to $108 
per picul. Rosin was dull, and the 
price fell to $40 per picul with no in- 
terest being shown. Lime Cubes also 
fell in price, first quality being offered 
at $30 per picul. Cassia Lignea was 
in demand, but plentiful supplies kept 
prices down: West River 84-catty 
packing was quoted at $58 per picul 
and the 60-catty packing at $55. 


Sewing Machines 

Competition in the Sewing Machine 
trade is keen and with an increased 
supply from Japan at cheap rates, com- 
petition will tend to become keener. 
At the moment a general decline in 
price has been registered due to a 
slackening of the demand by local 
garment and knitting factories in Hong- 
kong. A number of Singer sewing 
machines recently arrived from Eng— 
land and Canada as well as from Japan 
so that prices now stand for USA Sin-. 
ger sewing machine at $680 each, Bri- 
tish Singer at $590 Japanese at $3206 
and the Shanghai make at $280. 


1950 


Exports of Hongkong 
Manufactured Commodities 


Hongkong manufactured goods ex- 
ported during March under Imperial 
Preference Certificate and Certificate 
of Origin totalled $11,733,148; this was 
an increase of $2,672,214 over the Feb- 
ruary figure of $9,060,934 and of 
$2,028,846 above the January amount 
of $9,704,302. 

Knitted wares came first on the list 
with exports valued at $2,661,253 as 
compared with the February amount 
of $1,869,957. (January $2,070,644) and 
an average value of $646,925 for 1949. 
Rubber shoes valued at $2,312,984 took 
second place, compared with third place 
in February $1,317,143 (January 
$1,972,990) and an average value for 
1949 of $1,116,581. Shirts and Clothing 
came third with $1,283,095 as against 
sixth place in February with $524,439 
(January $627,611) and an average 
value of $505,464 for last year. 

The United Kingdom came first in 
purchasing locally-made goods, taking 
up to $6,082,715; Australia was second 
with $868,585; other parts of the British 
Empire came third with $792,119, 
India fourth with $733,631 and Malaya 
fifth with $609,862. 


Imperial Preference Certificates and 
Certificates of Origin issued for the 
month of March, 1950 


Description Quantity Value HK$ 
Knitted Wares 127,741 doz. 2,661,253 
Rubber Shoes 1,102,062 pairs 2,312,984 
Shirts & Clothing 21,710 doz. 1,283,095 
Cotton Yarn 824 bales 878,300 
Cotton Piece Goods 566,073 yards 726,860 
Flashlights 31,802 doz. 655,323 
Enamel Wares 111,165 doz. 649,909 
Buttons 8,537 gr. gross 218,053 
Proprietary Medicines 81,890 doz.) 

1,299 Ibs. ) 200,218 
Printed Paper 6 sets ) 
36,138,000 pecs.) 193,263 
Socks. 24,795 pairs 152,871 
Kerosene Lamps 624 doz. 150,768 
Hurricane Lamps 4,862 doz 128,241 
Firecrackers ,052 cases 102,164 
Umbrellas 5,868 doz. 101,172 
Matches 4,051,200 boxes 99,366 
Camphor Tablets 27,298 lbs. 94,031 
Bulbs for Flashlights 2,031,300 pcs. 93,764 
Vacuum Flasks 2,058 doz. 83,957 
Feathers 198 piculs 74,699 
Cotton Towels 6,564 doz. 67,836 
Watch Bands ,850 doz 60,360 
Rattan Cane & Peel 1,041 bales ) 
240 sets ) 58,256 
1,050 sq. ft.) 
Peanut Oil 278 piculs 56,090 
Cosmetics & Perfumery 100 lbs. ) 
,285 doz.) 53,482 
Glassware 33,417 doz 50,484 
Batteries — 8,260 doz 49,817 
Silk & Mill (Art.) 11,954 yds 40,396 
Pencils ,850 gross 38,503 
Ropes 30,024 lbs 33,312 
Rattan Ware 2,206 pes. ) 
9,895 bales) 33,168 
Embroidery 1,417 doz. ) 
3,000 pes, ) 24,356 
Mats & Matting 205 bales) 
6,330 pes. ) 24,109 
Seagrass Twine 383 bales 23,668 
Camphorwood Chests 313 pes. 2,600 
Hats & Caps ,555 doz. 22,102 
Canned & Preserved 94 cases) ) 
Foods 6 Late 19,005 
8,720 Ibs. 
Toys 6,416 doz. 18,879 
Handkerchiefs — doz. ) 18,294 
eather Wares pes. 
MA 1,681 doz. ) 17,060 
Needles 3,850,000 pes. 17,049 
Shoe Laces 2,104 grs. prs. 12,581 
Leather Shoes 2,090 pairs 10,172 
Iron, Charcoal 155 doz. 9,153 
Table Clothes 250 doz. 9,120 
Plastic Ware 157 doz 8,748 
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Hongkong’s Imports and Exports for 1949 
of Bristles, Wolfram Ore, Tin Ingots, 
Feathers, Ramie 


BRISTLES 


The trade in bristles since the last 
war has been an important one where 
Hongkong is concerned, reaching the 
figure in 1949 of 79,794 piculs valued at 
$147,287,479 or 2.9% of the total value 
of the Colony’s imports and exports of 
merchandise. Imports $62.5 million 
(38,952 piculs) were 2.3% of the total 
imports and exports $84.8 million 
(40,842 piculs) came to 3.8% of the 
total exports. 

Manchurian hog bristles are the finest 
and command the best prices; those 
from Chungking and Hankow rank 
next and the Shanghai product is least 
esteemed. Notwithstanding competition 
from bristles now made from artificial 
substances, it is considered that China 
bristles will long have a place in the 
world’s markets owing to their flex- 
ibility and good wearing qualities, 
especially where paintbrushes and other 
such articles are concerned. 

Unfortunately, however, from the 
Colony’s point of view, the trade shows 
an increasing tendency to leave the 
local list of exports. Formerly Shang- 
hai was the outlet for bristles from 
Central and North China, while South 
China bristles were exported through 
Hongkong; but with the elimination of 
Shanghai as a port most of the trade 
was diverted through Hongkong, the 
North China bristles coming by way of 
Tientsin or Tsingtao and the Central 
China product by the railway to Can- 
ton, Now, however, with the formation 
by the People’s Republic of the China 
Bristles Corporation the endeavour ap- 


Cotton Thread 500 gross 6,790 
Ginger 4,960 Ibs. 6,590 
Bean Stick 860 lbs. 2,276 
Candles 2,230 doz. 1,705 
Gourmet Powder 4 doz. 1,500 
Tea 396 Ibs. 1,273 
Printed Cloths 100 doz. 1,200 
Fibre Ware 24 pes. 923 
Fish & Fishery Products 87 catties 722 
Rubber Ware 24 doz. 478 
Tooth Brush 8 gross 368 
Jewellery 24 pes. 320 
Lamp Wicks 3 doz. 10 
Total $11,733,148 
Shipped To Value 
United Kingdom  cges tes dessnaws $6,082,715 
PATISEV ATTA 6 rie ayassveleyssats apn v’iacscatauace ones 68,585 
British Empire, Other 792,119 
UNA Desi eaicvsin.vsinerierdeie sets 733,631 
IMPALA VA sistale wratesairiais.c cseie einer nei 609,862 
West Agrica Biri Geairrriec sr -tis ve 598,818 
Slay. Pa airs descciereinmasniacnr ccs iit 412,568 
West Indies! Bri ciccecsceerer ens 388,055 
North EUrope@ wie. sce saaavices 290,277 
Pakkistan)  eescasdacvccievccesessais 248,053 
Central America 92,978 
AVDA hole shorn bye: a sruseuatPefo a ahaysiere oi 86,903 
Union of South Africa .......... 80,301 
LICR OUN) Recount. erase roniae CRAs 79,963 
New Zealand 2.0... ccccsenssnssce 78,712 
GENO winiccnaereurnaieltr > sus aieisiece ace 78,091 
North Borneo 5 osc ast es ccicis es 76,157 
Waste Africa, AY) cic cise rceisis sins ows 60,395 
Bort, My ALi a cece gewiseesingg ep ect 37,311 
BUY A hie sicieeties nareciasejeiela eaiaiesinie 33,306 
Drseeey Wei ssiv erasers: vinieisielsleinis/erciprncaisseneyarois 8,498 
FRO tal We gaya eatele wiralsine]aisia onatele Beceis $11,733,148 


parently is to make shipments abroad 
direct from: Tientsin, the bristles from 
Chungking orHankow being sent along 
the Yangtsze to Shanghai and thence by 
rail to the northern port. Furthermore, 
it seems that merchants in Canton 
have lost interest in the bristles trade 
on account of the high export price 
fixed by the Canton authorities, which 
makes dealings through Hongkong un- 
profitable in view of the low prices 
ruling abroad, so that supplies from 
this source are being considerably re- 
duced, 

During 1949 imports from South 
China came first on the list, amounting 
to 26,639 piculs ($36.9 million) or 68.4% 
of the total, North China came next 
with 8.749 piculs ($15.63 m.) and North 
Korea third with 2,459 piculs ($6.33 m.). 
It is estimated that the South China 
figures would be even larger if the 
quantities smuggled out of Kwangtung 
to avoid the surrender of foreign ex- 
change could be included. 


Exports, which exceeded imports by 
1,890 piculs ($22.27 m.), went mainly 
to the USA, shipments amounting to 
31,771 piculs ($68.65 m.) or 77.8% of 


the total; the United Kingdom came 

second with 5,472 piculs ($11.2 m.). 

Pig’s and Boars’ Bristles 
Imports 

Piculs $ 
South? Chinas qc gerr cee 26,539 36,905,117 
North (China: .c.<cars 8.749 15,631,570 
North Korea. csiec ras 2,459 6,333,030 
South’ Korea tics. .ccteser 730 3,328,545 
Gentral) China? wie... 186 131,694 
IWMACAOie 8c\. terrier cian 117 155,480 
WMalayare < acamerchaiem <a 22 30,050° 
ANEW WN ohoatacincest 38,952 62,505,486" 

Exports 

Piculs $ 
SEAR < Maven ce 31,771 68,653,015 
United Kingdom 5,472 11,215,396 
Belgium Wee... 913 370,782 
Japan: F  .. averse 800 1,484,310 
Germany: “en. . «cs 566 265,460 
Australia 515 1,545,173 
France 223 297,490 
Sweden 190 298,108 
TEAL YO tenons 125 67,000 
Holland ..... 112 236,174 
North China .. 66 142,885 
New Zealand 40 142,181 
Thailand Bias 27 9,679 
South America 16 25,600 
WOrway. “Giectews 3 17,540 
Switzerland aie 2 10,000 
Central China 1 1,200 
Totaly ceimeiels eee se 40,842 84,781,993 
Monthly Imports Monthly Exports 

Piculs $ Piculs $ 
Jan 1,462 2,018,786 1,699 4,456,370 
Feb. 2,565 3,930,174 1,034 2,176,227 
March 4,336 7,851,910 2,003 4,491,537 
April 3,203 6,369,453 1,499 2,621,660 
May 12,232 18,216,804 3,930 9,444,031 
June 5,231 6,540,939 2,387 4,667,274 
July 1,927 3,840,987 3,701 6,029,312 
Aug. 3,315 3,750,963 2,760 4,682,015 
Sept. 2,097 3,877,955 4,629 6,582,481 
Oct. 1,520 3,781,415 6,994 13,424,205 
Nov. 566 911,300 5,396 12,496,719 
Dec. 498 1,414,800 4,810 13,710,162 
Total 38,952 40,842 84,781,993" 


62,505,486 


530 


eS — 


WOLFRAM ORE (TUNGSTEN) 


Strict control by the communists over 
exports of Wolfram Ore made it diffi- 
cult for Hongkong last year to obtain 
sufficient supplies with which to fill 
requirements from the USA, the United 
Kingdom and other countries. Apart 
from a large quantity despatched to the 
Colony by the Kuomintang at various 
times to prevent it from falling into 
the hands of the communists, deliveries 
have been low and uncertain: The 
price also has shown considerable fluc- 
tuations in the course of the year, fall- 
ing from $360 per picul in February 
to $200 per picul in November. 

In 1949 the total trade of Hongkong 
in Wolfram Ore amounted to 143,205 
piculs valued at $39,508,569; imports 
came to 80,806 piculs at $21,513,730 
‘and exports to 62,399 piculs at $17,994,- 
869. South China supplied 93.7% of 
Hongkong’s imports or 75,700 piculs 
($20,215,702). The major part of the 
exports, 30,854 piculs ($8.16 million) 
‘or 49%, went to the USA, and 14,790 
ecu ($4.66 m.) to the United King- 
‘dom. 


Wolfram Ore 


Imports 
Piculs $ 
South China occscsenes 75,700 20,215,702 
Ma Cag a cciyenchieat aietes 3,598 892,523 
South Koreag™ 3. i.s. use: 1,299 342,100 
‘Central, China 2... ..0s: 209 63,405 
Motaleeeeeee ee. 80,806 21,513,730 
Exports 
Piculs $ 
WSs soddsasasdanonoe 30,854 8,160,066 
United Kingdom ....... 14,790 4,663,710 
France 4,762 1,620,550 
Belgium 4,518 1,358,384 
Sweden 3,996 1,241,111 
US.S.R. 2,471 660,790 
Holland 1,008 290,228 
Motalin, Mueteveten elec 62,399 17,994,869 
Monthly Imports Monthly Exports _ 
Piculs $ Piculs $ 
Jan. 2,673 783,700 1,725 620,211 
Feb. 11,316 3,356,150 2,071 639,770 
March 14,083 4,244,282 15,670 4,046,686 
April 2,315 687,463 3,209 905,366 
May 1,718 496,429 6,405 2,145,971 
June 19,668 5,392,305 3,558 1,231,869 
July 7,057 1,885,491 7,529 2,464,804 
Aug. 9,840 2,410,216 3,934 1,197,865 
Sept 10,444 1,900,411 8,911 2,367,342 
Nov. 165 . 32,118 3,191 807,042 
Dec. 110 22,600 2,103 541,433 
Total 80,806 21,513,730 62,399 17,994,869 
CHINESE TIN INGOTS 


Total imports and exports of Chinese 
‘Tin Ingots into Hongkong during 1949 
amounted to 118,629 piculs to the value 
of $61,313,622. Imports were 48,194 
piculs valued at $24,871,155 and exports 
‘70,435 piculs at $36,442,467. Exports 
exceeded imports by 22,241 piculs to 
the value of $11,571,312. 

Over 93% of the Tin Ingots imported 
were from South China or 44,981 piculs 
($23,269,906); and if the 1,851 piculs 
($903,352) from Macao are included, 
South China’s proportion was 97% of 
the total imports. The USA took 66.6% 
of the exports or 46,959 piculs ($24.86 
million), and Canada and Germany 
“came next with 7,108 piculs ($3.22 m.) 
‘and 6,513 piculs ($3.26 m.) respective- 
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ly, while the United Kingdom was 
fourth with 3,654 piculs ($1.88 m.). 


Tin Ingots of Chinese Origin 


Imports 
Piculs 
South China 44,981 23,269,906 
Macao ....+. 1,851 903,352 
Indochina .. 934 464,935 
North China 428 232,962 
ANAT Coan enaumondod 48,194 24,871,155 
Exports 
Piculs $ 
WiS7A © Seantor etic aremarcate 46,959 24,862,844 
Canadawia anes: 7,108 3,223,125 
Germany. ........ 6,513 3,261,186 
United Kingdom 3,654 1,876,073 
Belgium. 20.2.2 2,260 1,184,596 
Holland iasecse.s 1,427 724,468 
WESStRee | poeesins 1,314 602,914 
Denmark _(wucn- scans 672 405,816 
Switzerland ....... 252 133,560 
Central China 183 110,382 
North China 59 40,000 
Philippines SO ily g 9,023 
Other countries .. 17 8,480 
Total. <eriineeem rs 70,435 36,442,467 
Monthly Imports Monthly Exports 
Piculs $ Piculs $ 
Jan. 4,911 2,485,746 3,896 1,937,979 
Feb. 5,634 2,929,377 2,756 1,444,477 
March 3,789 1,851,013 6,015 3,129,989 
April 1,756 854,848 1,277 647,664 
May 7,977 3,913,187 5,913 2,975,311 
June 7,004 3,530,731 14,818 7,153,398 
July 666 349,219 15,485 8,181,316 
Aug. 314 133,010 2,016 1,066,881 
Sept 9,647 5,662,774 3,334 2,018,376 
Oct. 3,124 1,501,742 2,184 1,237,521 
Nov 2,535 1,265,775 8,754 4,484,817 
Dec 837 393,733 3,987 2,164,738 
Total 48;194 24,871,155 70,435 36,442,467 
FEATHERS 


Hongkong is an important centre for 
the Far Eastern trade in Feathers, 
which are shipped to the Colony from 
not only China, Taiwan and Hainan, 
Indochina, Malaya, Burma and other 
countries and after being processed 
into standard export quality are des- 
patched abroad, mainly to the USA. 

Last year the total trade amounted 
in value to $25,495,879, of which im- 
ports totalled $5,572,333 and exports 
$19,923,546; the excess of exports 
amounting to $14,351,213 is explained in 
part by the increased cost of processing. 
Over 73% or $4.1 million worth of the 
imports of Feathers came from South 
China ($2.2 m.), Central China ($1.13 
m.), North China ($488,503) and Macao 
($277,054). Of the exports 63.5% or 
$12.66 m. worth went to the USA, the 
United Kingdom coming second with 
$1.76 m., Denmark third with $1.69 m., 


Germany fourth with $1.43 m. and 
Norway fifth with $1 m. 
Feathers 
Imports 
$ 
Southey Chinas i.neccm cence 2,206,203 
Centralis- China: iccssnnec ae 1,133,471 
WR allan Gy igi iiaadhennves any ee 735,852 
North’ Chinas... Sncce sume 488,503 
Indochina 479,381 
Macao 277,054 
Malaya 144,953 
U.S.A. 60,234 
Burma, occ. vs 39,278 
South Africa ....... 4,500 
Avastralian we issc assis 1,795 
TndOnesia ys pecsiaseiasiers goes cere 1,709 
LE OUALS Wie taain sielojerssvraivreisenereeroeye 5,572,333 


April 20 
Exports 

$ 
CS 7 pesieiaiers se) ato vosntvialeiptopetetaleiaitan cer 12,657,679 
United Kingdom 1,760,201 
Denmark »....-seeeeeees 1,688,280 
Germany ....--- 1,430,573 
Norway  .eeeeeeees 1,064,878 
Australiay  . 270%. 2h. 427,303 
Thalys tele eels series tetettelettara 237,282 
New Zealand .........-+:-- 219,305 
PLANE oc. clawiaciesinevsie eae 137,252 
MGCL EUATIN og ai atsiocerebeie eter aieae 115,415 
WAMAGA shay race le syaieialsy ores De 100,013 
HOUMA. | haw losis ecu 38,808 
Sy be taldto Stic och ba nabwnaanaed 21,542 
WEACAO! | mig insta os oslere sre salte ts. 20,610 
South China .... 3,525 
Burman ie aeco 880 
"Potale riasin acre veld dele eae at 19,923,546 


Monthly Imports Monthly Exports 
$ 


January 444,346 1,766,426 
February 367,799 997,523 
March 494,358 1,636,176 
April 431,903 1,494,218 
May 609,209 2,093,421 
June 395,259 1,435,298 
July 329,739 1,564,330 
August 361,611 1,433,129 
September 630,316 2,351,199 
October 809,487 2,402,644 
November 222,438 1,480,684 
December 475,868 1,268,498 

Total 5,572,333 19,923,546 
RAMIE 


Ramie or China grass is one of the 
principal fibres produced in China and 
exports from Hongkong before the last 
war totalled over $10 million annually. 
It has long been known for making 
strong linen and is now used in the 
manufacture of artificial silk. During 
1949 Hongkong’s total trade in Ramie 
amounted to 170,367 piculs valued at 
$11,973,632: Imports were 12,739 piculs 
at $1,758,482 and exports 57,628 piculs 
at $10,215,150, an excess of exports 
over imports of 44,889 piculs to the 
value of $8,456,668, the greater part of 
which can only be explained by the 
bringing of cargoes into the Colony by 
irregular routes and which is brought 
out in the monthly figures given below 
of imports and exports. 


South China (1,398 piculs $175,060) 
with Macao (8,690 piculs $1,233,118), 
supplied between them 10,088 piculs 
($1,408,178) or over 68% of the imports, 
North China coming next with 2,134 
piculs ($244,904). 


Exports went mainly to Japan, 46,575, 
piculs ($8.44 million) or nearly 81% ‘of 
the total exports, Italy. and Germany 
came second and third with 3,955 piculs 
($619,496) and 3,120 piculs ($510,440) 
respectively. 


Ramie 
Imports 
Piculs 
Macao: _ ahaxashioacmeina 8,690 1,233,118 
NorthevChinay aewelode- oes 2,134 244,904 
South (Chinal f. aeman eras 1,398 175,060 
Central’ ‘China Geen... 517 105,400 
otal) Tx cawutiete shies 12,739 1,758,482 


(Continued on Page 532) 
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THE AERATED WATER INDUSTRY IN 
HONGKONG AND A. S. WATSON & CO., LTD 


The manufacture of a Soda Water or 
other carbonated beverage may appear 
to be a very elementary matter consist- 
ing of a simple mixture of Carbonic 
Acid Gas, as it has commonly been 
termed, with plain water to which, 
where necessary, a certain amount of 
flavouring and sugar has been added. 
All this may have been substantially 
true in the early days of the industry, 
not so remote by historical sfandards, 
as it is but 180 years since Joseph 
Priestley, the Birmingham Unitarian 
Pastor and Scientist, and his colleague 
Lane, began ‘their experiments on the 
production of an. artificial mineral 
water. In the course of these experi-. 
ments, they found that, under the pro- 
per applied pressure, carbon dioxide 
was absorbed in water. To them must 
go the major portion of credit for the 
beginning of the carbonated water in- 
dustry. 

{Since that date, the making of car- 
bonated waters has grown from _ the 
status of a scientists’ plaything to 
a highly organised and_ technical 
industry. The firm of A.S. Watson 
& Co. Ltd. have pioneered this 
industry in the Colony and in 


the following will be described the 
special features of the new Aerated 
Water factory in Kowloon and, in a 
general way, the main phases of pro- 
duction and technical control observed 
to attain the highest standards of 
quality. That these have been atten- 
ded with a degree of success is in- 
dicated by the substantially progressive 
development which has occurred in 
Watson’s production capacity conse- 
quent on the need to keep pace with 
sales demands, not only for require- 
ments in the Colony but for enquiries 
from places as far apart as Karachi 
and the Solomons. 

A. S. Watson & Co., Ltd. have been 
connected with the introduction of 
Aerated Water beverages to the Far 
East from the very early days of the 
Colony’s history. T'he older Chinese 
term for the product, ‘‘Ho Laan Shui” 
would indicate that the Dutch impor- 
ted these to China in the first instance, 
nevertheless, the name of Watson’s has 
been from the early fifties of the last 
century closely associated with the 
manufacture and sale of Aerated 
Waters in one form or another in the 
Colony. 


HONGKONG COMMERCIAL CARGO 
For the first quarter of 1950. 


1950 


January . 
February .. 
March 


1950: First quarter Se 


River Vessels 
Discharged Loaded 


Ocean Vessels 
Discharged Loaded 


443,678 145,863 8,783 14,652 
282,001 123,112 6,912 9,175 
331,242 216,248 7.754 14,155 
1,056,921 485,223 23,449 37,982 


Total ocean cargo for the first quarter of 1950: 1,542,144 tons; total river 


‘cargo: 


61,431 tons; grand total: 1,603,575 tons. 


Monthly averages for 1947, 1948 and 1949: 


Ocean cargo in 
” ” out 
River cargo in 
” ” out 


Pee Grandetotal Sone) re 


Highest and lowest cargo figures for 1949 and 1948 (in tons): 


Highest discharged 


:. 158,697 in Sept. 


1947 1948 1949 
a 187,522 193,416 272,417 
71,047 87,849 136,367 
7,493 9,042 8,291 
1,369 7,546 10,441 
273,451 297,763 427,576 


1949 
377,034 in Dec. 


1948 
241,574 in March 
122,684 in Dec. 
138,922 in Nov. 

57,988 in Oct. 


179,805 in Feb. 
76,461 in Feb. 


(Continued from page 530: Ramie Imports & Exports) 


3 loaded 
Lowest discharged 
oe loaded 
Exports 
Piculs $ 

RUBY tte Seancoototaneds out ae 46,575 8,443,381 
MtALYN Boiss siesss oss pieriecets 3,955 619,496 
Germany “Tecnnataedaees 3,120 510,440 
Hollandin) ai. detentieseacc 1,680 267,600 
France 1,241 221,689 
Belgium 756 106,260 
USA ee os 210 32,550 
Macao Heb CORO NDE QgDE IG 30 5,473 
Souths (China cisco 30 3,000 
NOTH) (CHINAS scr aia 5 22 3,650 
NIGIAYGi tice rate teers, 5 1,200 
Philippines! .diessaise antes 2 160 
New Zealand jie. os af 120 
Other countries ........ 1 131 

LOtale Wrcaes aay oe 57,628 10,215,150 


Monthly Tepsne Monthly Exports 
$ 


Piculs Piculs 

Jan. 2,798 348,454 15,480 2,455,393 
Feb. 1,204 171,720 4,255 689,193 
March 3,136 419,464 7,971 1,275,521 
April 2,509 349,050 3,850 567,649 
May -1,213 149,376 6,550 1,168,823 
June 282 45,500 3,611 950,800 
July nil nil 1,883 ‘356,051 
Aug. 732 133,731 2,021 340,730 
Sept. 219 33,300 321 49,648 
Oct. 181 26,300 722 123,082 
Nov. 20 1,160 4,426 873,397 
Dec. 445 80,427 6,538 1,344,863 

Total 12,739 1,758,482 57,628 10,215,150 
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In 1858, mention is made of the fact 
thet a Dr. A. S. Watson, having ac- 
quired the interests of Dr. Young in the 
then Hongkong Dispensary specialised, 
as a sideline, in the charging of Selt- 
zogenes, an early type of Soda Water 
syphon container, presumably through 
the agency of Bicarbonate of Soda and 
Citric or Tartaric Acid which, with 
water, generated the necessary carbon 
dioxide. In the year 1867 a Mr. J. D. 
Humphreys acquired the business and, 
forming a company under the name 
of .A. t. Watson & Company, es- 
tablished a separate~ Aerated Water 
factory in that year in Queen’s Road 
Central, near the site now occupied by 
the King’s Theatre. Subsequently, 
around this time further factories of 
this kind were opened in conjunction 
with the Company’s branches at Amoy, 
Foochow, Shanghai, Tientsin, Hankow 
and Canton. As a result of the deve- 
lopment of the Hongkong trade, it was 
found necessary to transfer this plant 
to more commodious premises and a 
new factory was established on the 
location now occupied by Windsor 
House, this being towards the end of 
the last century, at a period when much 


important reclamation work was 
carried out in the central area of the 
city. 


During these years of operation, the 
Company passed through successive 
phases of development in the industry, 
from the earlier somewhat elementary 
and mainly manual processes of water 
treatment, gas production, bottle wash- 
ing and filling, to the present day use 
of specially designed equipment and 
high speed machinery, coupled with 
straight line methods of production, and 
rigid inspection in all phases of opera- 
tion. 

Much of this development appears to 
have been governed by the type of 
bottle generally used. In the early 
years the industry employed the ordin- 
ary type of cork, this being secured 
with fine wire which necessitated most 
of the work being done manually. At 
a later date the Valet bottle made its 
appearance, having internally a stopule 
of Lignum Vitae with a rubber washer. 
This was succeeded by the Codd Bottle 
with a glass marble which had to be 
depressed to open. T'his bottle de- 
signed for the trade led to the inven- 
tion of rotary filling machines, the 
forerunners of the present day multi- 
head filling and crowning machines 
capable of bottling 10 to 20 dozen bot- 
tles a minute. 

It may be a contentious point as to 
whether the increasing popularity of 
soft drinks necessitated the many 
radical improvements in equipment 
and processes of manufacture, which 
occurred in the early years of the 
present century, or whether the spec- 
tacular mechanical developments in the 
industry, primarily in America, en- 
couraged the expanding demand for 
the product. It is none the less a fact 
that modern methods of Aerated Water 
manufacture can be said to date from 
the adoption by the trade of the Crown 
Cork as the standard method of 
closure. It may be a matter of general 
interest to learn that a Britisher is 
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recognized as being the originator of 
the idea but, being unsuccessful in his 
endeavours to interest home manufac- 
turers in his invention, sold his rights 
to an American Company. 


Watson’s were not slow to follow 
modern developments. The Crown 
Cork bottle, as also the then up-to-date 
combination filling and crowning 
‘machines, formed part of their equip- 
ment as far back as 1911 and their 
record of sales in the intervening years 
has been one of progressive expansion. 
This has been due not only to the fact 
that they have kept abreast with the 
times, both as regards equipment and 
production methods, but to their speci- 
alised knowledge of what it takes to 
produce a beverage readily acceptable 
to the public. The experience of their 

“personnel, trained chemists for the 
most part, has had much _ to do with 
this accomplishment. It is perhaps 
unnecessary to single out any one of 
their products for special mention, but 
the fact that several of these have 
earned the award of the Silver Diploma 
granted by the Royal Institute of 
Health and Hygiene, for a consistently 
high standard of quality and purity 
over a period of years, speaks for itself. 


__ Internationally, the reputation of the 
‘Company stands high, being regarded 
both in the United Kingdom and in 
America as in the forefront of Aerated 
‘Water Manufacturers, not only from 
the point of production and_ sales 
volume per factory, but also from the 
high standard of excellence of their 
products. 


In view of the substantial increase 
which has occurred in the population of 
the mainland in recent years, the 
Management decided that it was essen- 
tial for the Company to establish a 
‘separate factory to cater fuliy for the 
needs of that community. The Kow- 
loon Plant, which has been compleied 
in 1949, can rightly be said to embody 
the most up-to-date improvements. 
The design of building, the general lay- 
out of plant and the type of equipment 
installed, have already received high 
tribute from several leading represent- 
oe of the American Beverages 
‘trade. 


‘The Kowloon Aerated Water Factory 
The original scheme for the new 
plant was under consideration prior to 
the war and, in fact, a site had actually 
‘been selected at Fo Pang new Homuntin, 
After the re-occupation, however, 
when plans for expansion and develop- 
ment could be contemplated once more, 
a further close study of the position by 
the Company and their architects led 
to the choice of another site on the 
main Kowloon City Road, near Kai 
‘Tak airfield. The designer of the build- 
ing was Mr. A. V. Alvares, one of the 
architects of Credit Foncier d’Extreme- 
Orient, who made a special study of 
the latest developments and plant lay- 
‘outs for this type of factory. Watson’s 
engineers have been in consultation 
with him in all stages of designing and 
planning, with the result that the new 
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building has been carefully designed 
to afford the maximum of industrial 
efficiency and streamlined handling of 
material, production and _ transport 
with the up-to-date type of architec- 
ture, as regards the building itself. 
Of the 60,000 square feet comprising 
the site, 85% is occupied by the build- 
ings of the new factory, bounded by 
streets on three sides and with open 
ground at the rear, allowing the 
greatest freedom in necessary planning, 
while special attention has been given 
to the provision of a pleasing aspect for 
the living quarters and office accommo- 
dation. 


The building design follows modern 


trends in industrial architecture and 
incorporate several features of the 
“Usonian” style created by Frank 


Lloyd Wright, as, for example, the use 
of the new space-saving mushroom 
columns. Office accommodation for 
the administrative and executive staff 
is situated on the ground floor of the 
south-west end of the building, and 
comprises spacious general offices, re- 
ception rooms, sales and advertising 
assembly hall, etc., while, behind the 
offices is a separate entrance for em- 
ployees, facilitating staff control. 
Workers pass to modern locker rooms 
provided with showers and lavatories, 
while special provision has also been 
made for a fully equipped Medical 
Clinic with a full time nurse and visit- 
ing doctor in attendance. 


(All employees before engagement 
are subjected to full medical examin- 
ation, repeated at monthly intervals. A 
medical clinic is available under the 
direct supervision of a Medical Officer, 
not only for the prompt attention of 
casualties requiring first-aid treatment 
but for general medical care of the 
staff. Locker rooms with showers as 
also Rest Rooms are additionally pro- 
vided and every care taken to ensure 
that all employees are in sound health, 
properly educated in the necessity of 
personal cleanliness and able to carry 
out their duties in comfort). 


Above the offices are four flats of 
modern design for staff, each flat com- 
prising two bedrooms, dining and 
living rooms, with two bathrooms, 
study and pantry, and storeroom. Ser- 
vants quarters are located at the rear, 
with separate showers, kitchens, lava- 
tories, verandahs and: drying space. 
Situated on the top floor is the sugar 
room, this material being received frcm 
trucks at a special off-loading door on 
the side street, and conveyed directly 
to the storeroom by elevator. 


The arrangement of the various de- 
partments displays the careful thought 
which has been given to the planning, 
the location for each stage of manufac- 
turing process being closely related to 
the next phase of operation. Straight 
line production reaches near perfection 
with full use being made of gravity, 
so that operations commence on the 
top floor and are carried downwards 
through succeeding departments. 
Directly below the sugar storage room 
are the syrup room and laboratory, also 
storerooms for essences, sundries, 
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crown corks and cold storage, these 
departments being directly over the 
bottling plant on the ground floor in 
order that syrups and crown corks can 
be conveyed automatically to the 
various machines. 


All plant and equipment is of high- 
speed design, with provision for rigid 
inspection of every operation at appro- 
priate stations along the conveyor line. 
A feature of special interest is the 
recently developed Birdler Carbon 
Dioxide plant, which was the first of 
its kind in Hongkong. Such a unit 
was the source of supply of the dry ice 
obtained from Manila for rain making 
experiments here. The bottling room 
is designed to accommodate four 40- 
spout bottling units with adjacent am- 
ple storage space for full and empty 
stock. From the bottling room, cases are 
conveyed direct to covered multi-load- 
ing bays at the rear, where a separate 
entrance and traffic way facilitates the 
flow of transport. 


Throughout the entire plant the 
utmost hygiene has been aimed at. 
Walls are covered with glazed tiles 
with special tiling for all floors. Inci- 
dentally the syrup rooms and labora- 
tories are completely sealed, and air- 
conditioning installed to prevent entry 
of dust and other impurities. 


Operation & Function of Equipment 


Water Purification:—For the satisfac- 
tory production of a high quality car- 
bonated beverage, it is imperative that 
the water supply conform with rigid 
standards as to purity. However ex- 
cellent a Municipal water supply may 
be, minute particles of silt, mud, iron 
or small plant life may be picked up 
in the city mains which, if not elimin- 
ated, might materially affect the 
flavour of the product. The system of 
additional purification which Watson’s 
employ is the chemical and coagulation 
process through the installation of 
equipment of the latest design with 
further treatment by means of Activa- 
ted Carbon. Close control of purity 
standards is maintained through fre- 
quent regular tests supported by inde- 
pendent analytical examination and 
report from the Government Labora- 
tories. Water, after such purification, 
is stored in glass lined steel tanks and 
subjected to de-aeration for the extrac- 
tion of all air normally in solution, as 
it is only through this process that true 
carbonation can be accomplished. 


Carbonation:—Much has been written 
by authoritative medical opinion con- 
cerning the therapeutic value of car- 
bonated beverages. That carbonated 
water has a mild stimulating and ex- 
hilarating effect is well established, 
as has its action in promoting the 
absorption of the liquid in which it 
is contained; witness the effect of 
Champagne as compared to that of an 
uncarbonated wine. This is stated to 
be partly due to stimulation of the 
nerve endings also mucous membrane. 
It increases the flow of saliva and the 
digestive juices and promotes digestion. 
A beverage containing the gas is fre- 
quently better borne than any other 
form of drink. During the course of 
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the recent World War, it has been 
stated that billions of bottles of car- 
bonated beverages were supplied to 
the Allied troops in various theatres 
of war, especially through the Ame- 
rican Army. It was, therefore, natural 
that consideration was ultimately given 
te the possibility of establishing mobile 
Aerated Water Factories in the field 
to deal with this requirement, which 
led to the designing of the Girdler 
Carbon Dioxide Plant embodying radical 
advances in CO2 production of ex- 
tremely high quality by means of 
equipment occupying relatively small 
space. Watson’s is one of the first in 
the Far East to take advantage of this 
development and their Girdler Plant 
is capable of producing 300 lbs. of 
liquid CO2 of 99.977% purity per hour. 


Sugar Treatment:—Only high grade 
refied cane sugar is used by the Com- 
pany in the manufacture of flavouring 
syrups. The special sugar storeroom 
is situated on the top floor and stocks 
are fed automatically through stainless 
steel hoppers to the 500 gallon capacity 
stainless steel tanks directly below. 
It is then converted into syrup by the 
addition of the required amount of 
treated water, application of heat, 
filtration, sterilisation and, subsequent- 
ly, cooling. All fruit juices used in 
the manufacture of flavoured syrups 
are kept in cold storage at a constant 
temperature best suited for the reten- 
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tion of their flavour and _ freshness, 
while flavoured syrups are produced 
through simple admixture and _ pas- 
teurisation. Incidentally, it will be 
noted that flavours are automatically 
fed to the filling machines through 
flexible, transparent plastic tubing, 
making visual inspection possible 
throughout. 


Bottle 
thorough 


Washing Equipment: — The 
cleansing and _sterilising of 
bottles is carried out by means of 
Meyer Dumore four compartment 
washing machines, the operation being 
fully automatic, with the exception of 
the preliminary examination of bottles 
for extraction of foreign substances 
and the rejection of damaged con- 
tainers. Additionally, all bottles be- 
fore passing on, by means of conveyors, 
to the filling operation are individually 


‘examined at the specially-equipped in- 


spection benches where they pass un- 
der fluorescent lighting and magnify- 
ing lenses for scrutiny. Briefly, the 
washing operation consists of a pre- 
liminary warm water rinse for super- 
ficial cleansing followed by immersion 
in three successive tanks of detergent, 
of varying strengths and temperatures, 
with external and internal scouring of 
each bottle. This entire operation 
occupies a period of approximately 
twenty minutes and is followed by a 
through spraying and rinsing of each 
individual bottle in purified water. 


Bottling Equipment:—Actual produc- 
tion is accomplished by means of two, 
forty head, high speed, syruping, 
carbonating and Crowning machines. 
These, fully automatic, are each cap- 
able of handling between 500 to 600 
dozens per hour and are coupled to 
Carbo-Cooler units, which carry out 
the proper carbonation of the purified 
and de-aerated water, cooled to a tem- 
perature of 38 degrees fahrenheit. The 
required addition of exact quantities 
of flavoured syrup and carbonated 
water, as also the hermetically sealing 
of each bottle, is effected successively. 
Full stock, subsequently, travel along 
the conveyors to the inspection ports. 
for individual examination, before 
passing on to the assembly tables for 
casing. Agitation of full cases for 
proper mixing is accomplished by 
means of a mechanical tumbler, after 
which cases are stacked on skids and 
conveyed to the full stock storage. 

Bottle Storage:—A feature of the fac- 
tory is the amount of space reserved 
at the rear of the main bottling hall 
for the storage of full and empty 
stocks. Cases, each holding 2 dozen 
bottles, are stacked on skids for easy 
transfer, each skid holding sixty cases, 
the system permitting simplification of 
stock control also issuance in proper 
rotation. Multiple loading and unload- 
ing bays adjoin the storage area and 
permit the servicing of ten vehicles 
simultaneously. 
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